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CONTROL AS AN IMPORTANT FACTOR IN RESOLVING CRISIS SITUATIONS IN 
THE ORGANIZATION 


Ivan Dudas., Jasmina Postin., Jovanka Popovic! 


Abstract: A crisis situation is difficult to recognize and even more difficult to predict completely. The de 
facto is that it is somehow always present in some segments, and that it leaves different consequences on 
the business organization, especially if its importance is recognized or predicted late. Crisis indicators can 
only be identified by persons trained to recognize its symptoms and manifestations in a business 
organization. 

We live in a turbulent time, caused by various crisis factors, which shake all segments of society. Society 
and organizations face uncertainty and risks, to which they should be able to respond quickly and 
efficiently, through sufficient information, which is complete and final. It is necessary to understand how 
the escalating crisis process intertwines with political and social reasoning processes, through the 
necessary control function, which holds the key to success in overcoming crisis processes. 

Key words: control, crisis, management, external control, internal control 


Introduction 


Crisis situations in organizations are by themselves specific and partly mysterious. They can be sudden 
with small or permanent consequences for the management as well as the business organization itself, but 
they can also be smoldering, which in the final phase have an escalation of all problems that were viewed 
as a passive factor with a degree of realization in the near future, as well as the very belief that in the 
internal and external sphere the things are under control. From the management’s point of view, in the 
turbulent times we live in, every crisis should be perceived from every angle, its problem should be 
approached extremely seriously, and models of solutions should be found, because a once small problem, 
which is currently classified as a micro problem, due to not addressing it, in the near future can change its 
status to a macro one. 


When a crisis hits an organization, managers are asked uncomfortable questions such as: 


- Why did it happen? 

- Did we predict that? 

- Ifnot, why not? 

- Did we have a plan to prevent it? 

- When we became aware of the problem, were our actions adequate and timely? 

- Do we have recovery plans? 

- Have we done everything to protect the value and reputation of the company? (Ogustin, 2008) 


Business organizations are often exposed to turbulent and rapidly advancing changes that constantly take 
place both in the external and internal environment of the business organization. These changes can easily 
become a threat to individual businesses. Basically, any significant changes in the external environment 
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of the company can become a possibility for the outbreak of a crisis. Some of the causes of the crisis may 
be: 


- currency exchange rate change, 

- measures in the field of social policy, 

- measures in the field of environmental protection, 
- measures in the field of tax policy, 

- measures in the field of market saturation, 

- measures in the field of subsidy policy, 

- major accidents for companies, 

- natural disasters, 

- wars, 

- strikes. 


Technological changes, changes in the structure of the market and competition, as well as the occurrence 
of a long-term recession, which have an international character, essentially represent the most serious 
growing dangers that companies must reckon with (Bedenik, 2010). 


The consequences of changes in the economic environment can be divided into two categories: 


- recession, and 
- branch crisis. 


Recession and industry crisis have different effects on the company. These differences should be kept in 
mind when efforts are made to find the ways and means to identify dangers as soon as possible, that is, to 
face them. 


Sources and origin of the crisis 


The essence of the crisis implies that the normal process in the given social system is disrupted. The most 
acceptable division is to external and internal causes. 


The external causes of the crisis arise in the environment of the organization and it has no significant 
influence on them. External causes can be: 


- global economic crisis, 

- political changes, 

- legislative changes, 

- natural disasters, etc. (Krstic and Krstic, 2016). 


The internal causes of the crisis are often found in the organization itself, and can be: 


- incompetence of management, 
- unrealistic goals, 


inadequate training, 


poor organization, etc. (Krstic, and Krstic, 2016). 


Most crisis researchers share the opinion that today's crises cannot be explained monocausally, nor by 
citing a few easily identifiable factors. Research into the causes of crises has become an interdisciplinary 
attempt to pave the way for a multi-layered approach, which allows the analysis of the origin of each 
crisis. 


Micro level: the approach focuses on the role of individuals. At the root of most, if not all of crises, is 
human error. Research focuses on how and why people make mistakes. 


Middle (mezzo) level: the focus of interest is on organizational factors and processes that can play a role 
in causing crises. The key question is whether the organization can compensate for human limitations and 
environmental factors that facilitate the emergence of a crisis. 


Macro level: theorists’ analyses list the possible causes that make crises more or less inevitable in modern 
society. Large technical systems will sooner or later produce disaster as a combined result of dangerous 
potential, technical complexity and tight connectivity. Most crises stem from a unique combination of 
individual mistakes, organizational failures, and environmental influences. Analysing each individual 
crisis can help understand how human error, organizational pathology, and environmental influences are 
combined into processes that cause system disruption. However, one cannot know why and where some 
tensions, problems and aggravating circumstances are defined by the term "disaster". It is necessary to 
understand how the escalating crisis process intertwines with political and social reasoning processes, 
through the necessary control function, which holds the key to success in overcoming crisis processes. 


The control function as the key to success in overcoming crisis processes 


The necessity of control in the company, as a complex organizational system, arose from the fact that the 
conditions in which the company operates are very complex, variable and uncertain. By implementing the 
control function, the company tries to reduce the uncertainty of its business thanks to the information it 
receives in this way. Thanks to the given information, the company takes appropriate actions that can 
influence changes in the environment or adapt to them, thus transforming risks into chances for success. 


Control in the company is necessary for several reasons: 


- Changes in the environment (customers, competition, state and other regulations) impose the need 
for corrections to existing business standards in order to ensure the appropriate efficiency and 
effectiveness. 

- Any work that is not controlled tends to increase the entropy of its functioning. That is why 
control is necessary at all levels of society, companies and their parts. Everyone has their own 
controller, which means that there is no system that is not more or less controlled by "natural or 
artificial controllers". 

- Control in management gains importance because it is found in every element of management; 
but it is itself a system in relation to its parts. It also has subsystems in its structure such as: 
control planning, control organization, control management, control coordination and control of 
the control. (Stavric et al., 2005). 


Control function and way of organization 


For the effective functioning of the control system, it is important that it is organized throughout the 
company, at all levels and with the involvement of all managers. In order for the control process to be 
efficient and effective, it is necessary to meet certain requirements that can be defined as control 
principles: 


- Basis on goals and plans - as a requirement that control is performed on the basis of the 
company's planned strategy, 

- Accuracy and objectivity - as a requirement that the measured performance values correspond to 
their real values. A special problem is represented by effects that are difficult to measure 
appropriately, such as, for example, the work of managers. In that case, methods based on 
intuition, experience, assessment, etc. are applied. 

- Controlling timeliness - is the requirement that all necessary activities are performed on time, so 
that the necessary corrective activities are also performed in a timely manner, i.e. when they are 
achievable and useful. 

- Intelligibility - is the requirement that all presented data are clear and easily applicable so that 
deviations can be easily observed and eliminated. Intelligibility has a significant impact on the 
effectiveness of control. 

- Flexibility - represents the requirement that the control system adequately follows the changes 
that occur in the company and the environment. 

- Economy of control - is a requirement that the costs of performing the control process is as low as 
possible in relation to the set goal. It is particularly important that the costs of control are lower 
than the benefits realized by its application. 

- Location of control at all strategic points - is a requirement that control is performed at all places 
that have vital importance for the company's operations. (Stavric et al., 2005). 


This principle indicates that it is not possible, nor profitable, for a company to control all its activities, so 
it should concentrate only on the most important: 


- Connection with managerial levels - is a requirement that control is differentiated depending on 
which managerial position is in question; 

- Adaptation to the organizational model of the company, represents their requirement that control 
instruments and methods correspond to the mutual relations of managers in the company and to 
provide the key for the location of responsibility centers in it. In this case, the control reports will 
also be sent to those managers who are responsible for the actual situation and who are authorized 
to take appropriate corrective actions. The place of control in the organizational structure of the 
company significantly affects its objectivity. Namely, it is necessary that control has an equal and 
independent status in relation to other organizational parts of the company. Control managers 
must be independent in relation to managers of other organizational units whose operations they 
control, in order for the control to be objective; 
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- Compliance of control objectives with the objectives of the company - represents the requirement 
that the control ensures the realization of the set objectives of the company. Therefore, it is 
necessary to match the control system with the goals of the company. 


A good control system implies a fast feedback in order to eliminate deviations from the set standards as 
soon as possible. The feedback itself must be constructive, which means that it enables the identification 
of a pattern of problems, as well as ensuring effective action to achieve the set goals (Weber, Schaffer, 
2006). 


The success of the control system largely depends on its fairness and acceptance by all employees, and 
this is possible if the standards are set and the control organization is adequately designed. 


Control as the main component of crisis management 


As it can be concluded, control is a component without which crisis management cannot be imagined. 
Crisis management is an important feature of the company's behavior in crisis conditions. Crises are an 
increasingly common phenomenon in the world, due to the variety of markets and the variety of 
conditions in which certain companies operate. 


Control is the one that should determine: why, how and why a crisis situation arose and represents the 
basic phase of this type of management. It precedes taking place of various moves in order to determine 
and remove the crisis situation or only alleviate it if the conditions in which the business organization is 
situated allow it. (Dostic, 2002). 


Based on the aforementioned, it can be concluded that without control there would be no management as 
a discipline and science, but also that crisis management cannot give certain signs of success without 
control as its basic function. 


External and internal control 


Influences on the company can occur both internally and externally. Companies with their operations also 
affect the internal and external environment. Thus, in order to observe the positive and negative sides of 
business, events in the environment, and to achieve adequate feedback, which will affect positive changes 
in business in the future, control must be carried out both inside and outside the company. 


Internal control represents the basic and most important form of control in the company. It is equally 
important for managers of business systems and audit authorities, so both rely on it when performing 
business tasks (Skrbic, 2014). 


It is known that almost all business decisions made by the business system manager are based on 
statistical, marketing, accounting and other data. Internal control provides management assurance 
regarding the reliability of certain data used in making management decisions. 


Internal control has two essential characteristics: 


- It is included in certain parts of the work i.e. business process with which it represents an organic 
unity. It is performed through the work process itself. That is why it is essentially a preliminary, 
i.e. control during work; 

- This control, through the appropriate system of the organization, is performed exclusively by 
workers or authorities who work in a certain business system and who at the same time perform 
certain activities, which is why it has an internal character. (Stavric et al., 2005). 


The company's internal control system is established in different ways, but two are dominant, namely: 


- By employees. 
- By professional internal control. 


The system of internal control through employees is established in different ways, namely: 


- Division of work within internal organization and systematization, 

- Various general acts, work instructions, orders, decisions, etc., 

- Automatic control using various computer devices and other computer aids, 
- Account plan and instructions for entries. (Stavric et al., 2005). 


When it comes to the organization and systematization of jobs and tasks, the most important principle 
when establishing internal controls is to precisely divide functions and tasks, i.e. duties and 
responsibilities. At the same time, it is very important that the organization and systematization is 
established so that one executor, e.g. in the field of material and financial operations, cannot carry out one 
business change from beginning to end. 


It is desirable that more people participate in the work of sensitive jobs, in order to avoid risks and control 
the jobs better. 


Controls performed by employees at their workplaces consist of comparison, subsequent calculation, 
recalculation and evaluation of certain processes, conditions and relationships. 


Internal control is effectively achieved by organizing a professional service whose sole job is to deal with 
control. 


There are two basic ways of organizing control: centralized and decentralized. A combined way of 
structuring control is derived from them. The status of control, i.e. its connection with top management or 
individual functional managements, also depends on the way of organization. 


In using the advantages of the centralized, and eliminating the weaknesses of the decentralized way of 
organizing control and internal audit, a combined way of their organization is applied. The essence is that 
at the highest level, i.e. at the level of top management, a special organizational unit is organized with 
functional management for control and internal audit, and at the level of decentralized parts, an 
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operational service to act within the framework of a unique program setting, but respecting the specifics 
of each region or group of products when performing control. 


The most acceptable solution is for the control service or department to be under the responsibility of the 
general manager. The head of this department or service would be in direct contact with the general 
manager, and the decentralized (operational) parts of control would be under his authority. 


External control means the type of control performed by external, independent bodies and persons who 
are not employed in companies or other organizations in which control is performed. This control is not 
burdened by internal, i.e. current business problems, which enables it to have a higher level of objectivity 
(Skrbic, 2014). 


It is the result of economic development and the creation of large transnational and multinational 
companies. In such a situation, internal control increasingly loses its power and is unable to objectively 
control all events in the company. Thus, there was a need for an external body to periodically audit or 
control the internal control in order to ensure its proper functioning. 


External control can be performed at the invitation of the management of the business system, or be sent 
by various professional institutions, or on the basis of the order of the appropriate external control body 
authorized by legal regulations. 


This control, unlike the internal one, does not cover the entire business process and does not have the 
character of an ongoing control. This type of control is performed by inspection services or other state 
authorities. Inspection bodies as a form of external control have an important control function in society. 


Management is oriented towards numerous inspection bodies during the planning and construction of 
facilities, their internal and external setup, equipment and provision of the necessary conditions for 
transport, storage of products in circulation. 


The most important inspection authorities are: market, sanitary, construction, communal and other 
inspection authorities. 


The market inspection controls the execution of legal regulations that regulate the market, the circulation 
of goods and the provision of services. In this sense, market inspectors are authorized to exercise control 
over economic systems that deal with activities from the circulation of goods and services. 


The sanitary inspection controls the application of sanitary and hygienic regulations in busy systems, 
supervises hygiene and health protection in industry, trades, controls facilities where trade in life products 
is carried out, as well as persons who carry out such trade, inspection of life products, etc. 


The construction inspection controls the construction of facilities, within which it performs: technical 
inspections of investment objects, control of manufacturers of construction materials, control of the work 
of construction companies. In addition to the above, foreign exchange, communal, veterinary, labor 
inspection, etc. may appear as external control factors. 


External audit as a form of external control in developed management is increasingly becoming an 
unavoidable factor. Top management in a corporate organization is often distant from the ongoing 
operations of its parts and branches, so it often has to rely on reliable and verified accounting statements 


and other economic data. Such controlled documentation provides a reliable basis for making appropriate 
decisions. (Stavric et al., 2005). 


Of the other forms of external control, the one performed by creditors, and above all, commercial banks, 
should be highlighted. The control function of a commercial bank, as a credit provider, is primarily 
focused on examining creditworthiness and controlling the intended use of credit by the business system. 


In this sense, the relevant bodies of the commercial bank, based on legal regulations, as well as on the 
basis of the loan agreement, have the right to control the operation of the business system, especially in 
terms of: 


- Ways of using credit, i.e. whether the client complies with the contractual obligations regarding 
the purpose of the loan or uses those funds for other purposes, 

- Do the clients repay their loans regularly and on time, 

- What kind of business results they have achieved, which will be determined by reviewing 
periodic calculations and final accounts as well as other calculations, and in the case of 
investment loans, by checking the entire documentation with the investment program, 

- Neatness and up-to-date accounting (Skrbic, 2014). 


These forms of control can also be performed by specialized organizations, trained for certain areas such 
as: quality assessment, capital value assessment, etc. 


Conclusion 


In carrying out their business activities, companies are constantly exposed to risk. One of the important 
mechanisms for risk reduction is internal and external control, as a set of policies and procedures 
established by the management in order to realize the company's goals. 


Adequately designed and implemented risk-based internal control system serves the purpose of achieving 
goals related to the effectiveness and efficiency of the company's operations, the reliability of financial 
reporting and compliance with the appropriate normative regulation. 


Control is not only necessary but also beneficial, both for the organization and for the workers. Control is 
not an end in itself, it is a means to organize more successful business and the achievement of set goals. 


In order to be in the function of effective management, it must be controlled. Any neglect of control 
basically leads to deviation, i.e. passivization of control, which means that the management of the 
company takes place without control as its essential element. The reasons for the passivation of control 
are most often in the top management, who either do not want control, or marginalize it. 


Modern management is focused on controlling the control, so that it is in the function of achieving greater 
success of the company. At the same time, standards are often established in evaluating the effectiveness 
of control. If the business results are satisfactory and in accordance with the planned, then it can be 
concluded with high probability that the control, as well as other elements of management, is satisfactory. 
(Babic et al., 1997). 
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ONLINE-IGNITED CRISES AND POST-CRISIS IMAGE RESTORATION: 
EXAMPLE OF FLIGHT 3411 INCIDENT 


Marko Selakovié!, Nikolina Ljepava? 


Abstract: The aim of this paper is to examine the flow and evolution of the communication crises in a digital 
space, how different crisis response approaches contributed to the escalation and suppression of the crisis, and how 
communicating of post-crisis organizational and policy changes contributed to the image restoration. The crisis 
evolution and flow have been investigated through the document analysis, based on the publicly available sources 
related to the exemplary critical situation — Flight 3411 incident. The textual analysis, which is the prevalent and 
primary method of analysis in image repair and image restoration studies, has been used to analyze both crisis and 
post-crisis situation. Reactive approach to communication contribute to the quick evolution of the crisis. Denial 
responses in the early crisis stage contribute to spreading out the crisis. Changing communication approach from 
reactive to proactive and from denial to rebuilding (Coombs, 2007) may contribute to the crisis suppression and 
risk mitigation. Consistent communicating of the policy changes in the aftermath of the crisis may contribute to 
rebuilding the organizational image. This paper is among the rare contributions analyzing mechanisms of the crisis 
evolution, including transformation of a paracrisis into crisis. Moreover, it depicts the role of post-crisis 
communications in the organizational image restoration in the digital era. The paper provides an overview how 
changes of the communications approach affect the flow of the crisis and offers conclusions useful both for 
theoretical and practical considerations of the paracrises, crisis communications and post-crisis communications. 


Keywords - Crisis management, Communication management, Crisis Communication, Corporate 
communications, Paracrisis 


Introduction 


Crisis is the situation which may have deep and structural impact on any organization, institution, or 
brand. There are no organizations, irrespective of their scale, capabilities, level of development, or scope 
of activities and operations, that is completely protected from the crisis. Coombs (2010) pointed out that 
crisis management appeared from the reality of crises, which led the organizations to the need for 
preparation and readiness to respond. Historical findings of the numerous researches indicate that 
communication is criticaly important and relevant component in crisis and risk management (Reynolds 
& Quinn, 2008; Coombs, 2010; Reilly, 1993; Luo & Zhai, 2017; Roh, 2017; Seeger et al., 2020). 
Keeping in mind that crisis is an interactive process (Tomié et al, 2015), organizations are required to 
take proactive stance to any situation which might potentially endanger the reputation, allowing 
maximization of the opportunities and minimization of the dangers it confronts (Stacks, 2003; Selakovic, 
2021). Proper planning and pre-identification of the zones of possible crisis occurence is vital for timely 
and effective communication during the crisis (Penrose, 2000; Selakovic, 2021). Thus, it is important to 
understand the pattern of crisis risk mitigation. 
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Situational Crisis Communication Theory — SCCT (Coombs, 2007) enables identification and choice 
of the strategic communication response that protects reputation of an organization in the best possible 
manner (Mattila, 2009). The algorithmic approach to the identification of the appropriate response, as 
suggested by Selakovic (2021), enables choice of various crisis response approaches in different stages 
of the crisis. This paper offers detailed and in-depth document analysis of the United Express Flight 
3411 overbooking incident. Within the paper, it is demonstrated how an online-ignited crisis was 
triggered and how different communication approaches in different stages of a crisis impacted its flow. 
Furthermore, an overview of the organizational post-crisis communications related to the image 
restoration has been provided. Based on the analysis of publicly available sources, the paper seeks to 
identify all elements of the crisis communication in this case and to help practitioners to handle 
paracrisis, crisis and post-crsisis communication. The significance of this paper is multiple. It is among 
the rare studies analyzing mechanisms of evolution of the paracrisis into the crisis. Additionally, the 
paper identifies the role of post-crisis communications in the organizational image restoration in the 
digital era. It also provides an overview how changes of the communications approach affect the flow 
of the crisis and offers conclusions useful both for theoretical and practical considerations of the 
paracrises, crisis communications and post-crisis communications. 


Literature Review 


The development of social and digital communication channels and shifting communication in real- 
time, with the need for immediacy (Bodker & Anderson, 2019) set new challenges related to handling 
the crisis situations. Social media and propulsive expansion of user-generated content opened new 
possibilities for expressing negative perceptions and therefore increased crises susceptibility of the 
organizations (Kohler, 2008; Dai et al., 2022). Such content can create strong moral outrage (Coombs 
& Tachkova, 2022). Social media are not only a channel for spreading out the crisis in the digital space; 
at the same time, they are having the potential to be useful tool for real time two-way communication 
and enabler of quick and effective organizational response. According to Wukich (2016) and Selakovic 
et al. (2020), social media responses can be used as a crisis communication tool in the wide spectrum of 
crisis and emergency situations. 


As any other crisis situations, online-ignited crises may vary by their intensity, duration and impact. 
Although there are numerous online challenges, only some of them become real crisis situations. The 
early public challenge, similar to crisis, but without direct impact towards the stakeholders, is defined 
as paracrisis - ,,publicly visible crisis threat that charges an organization with irresponsible or unethical 
behavior“ (Coombs & Holladay, 2012, p. 409). The paracrisis becomes a crisis in the moment when 
threat trnaformes into visible manifest and stakeholders start paying attention to the concern (Coombs 
& Holladay, 2012). To respond effectively with the appropriate strategies, the practitioners need to 
understand how crises are triggered online, how the crises evolve and escalate within the social media, 
and how they gain credibility when reported in the mainstream media (Pang et al, 2014; Selakovic, 
2021). In the past years, dozens of notable examples of the paracrises have been identified (Coombs & 
Holladay, 2012; Pang, 2013; Pang et al, 2014; Damayanti, 2020; Selakovic et al., 2020; Kice & Klyueva, 
2022). Delayed or inappropriate responses to the paracrises are considered as one of the key factors for 
their evolving into the crises (Coombs & Holladay, 2012). Thus, this research seeks to examine, using 
available literature and United Express Flight 3411 incident document analysis: 


RQI1. What approaches and attitudes foster evolution of a paracrisis into the crisis? 


An organization can hold no, minimal or strong responsibility for the crisis (Coombs, 2015). The 
organizational response, in most cases spanning in a spectrum from the apology to denial, substantially 
influences duration and the consequences of a crisis (Mattila, 2009). Coombs (2007) suggested ten 


different crisis response strategies, spreading between denial, diminishment, rebuilding and bolstering 
postures, as shown in Table 1. 


| Denial Posture | 

Attacking The crisis manager confronts the person or group that claims that a | 
the Accuser crisis exists. The response may include a threat to use force (e.g. | 
| lawsuit) againstthe accuser, 
The crisis manager states that no crisis exists. The response may in- | 
| clude explaining why there is no crisis. 


Scapegoating Some other person or group outside of the organization is blamed 
| for the crisis. 


Denial 


| Diminishment Posture 

Excusing | The crisis manager tries to minimize the organization's responsibil- | 
ity for the crisis. The response can include denying any intention to 
do harm or claiming that the organization had no control of the | 


| Justification The crisis manager tries to minimize the perceived damage associ- | 
ated with the crisis. The response can include stating that there | 
were no serious damages or injuries or claiming that the victims de- | 
| served what they received. _ 


| Rebuilding Posture | 

_Compensation | The organization provides money or other gifts to the victims. 
Apology The crisis manager publicly states that the organization takes full | 

| | responsibility for the crisis and asks forgiveness. | 

a Bolstering Posture a | 

| Reminding | The organization tells stakeholders about its past good works. 

|Ingratiation _| The organization praises stakeholders. - - 

\Victimage __| The organization explains how it too is a victim of the crisis. 


Table 1: Crisis response strategies (based on Coombs, 2007) 


Competence and integrity are two key elements for reputation of an organization (Brown & Dacin, 
1997). Accordingly, Coombs (2015, p. 146) defines competence-based crisis as a crisis which ,,reveal a 
problem arising from an error that stems from the organization's lack of skill“. In case of the integrity- 
based crisis, the organization is held to have strong responsibility for the crisis, while ,,managers 
demonstrate little regard for the morality“ (ibidem, p. 146). Kim et al. (2004) concluded that an apology 
might be more effective in case of competence-based crises, while denial seems more efficient for 
integrity-based crises. Trust and credibility are essential elements of any crisis communication 
responses, and they are demonstrated through empathy, caring, competence, expertise, honesty, 
openness, commitment and dedication (Reynolds & Quinn, 2008). According to Veil et al. (2011), work 
of numerous scholars led to the identification of the best practices and creating guidelines for risk and 
crisis communication by the National Center for Food Protection and Defense (NCFPD). The NCFPD 
guidelines (Table 2) include the following points: 


| Be | Establish risk and crisis management policies and 
Communicate with honesty, candour, and openness 
| 6.__| Collaborate and coordinate with credible sources9 


Bs | Accept uncertainty and ambigut 
110. | Provide messages of self-efficacy 


Table 2: NCFPD guidelines (based on Veil et al, 2011) 
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In most cases responsive and proactive approach is essential for successful crisis communication 
(Stacks, 2003). Although non-responsive strategy might work in some cultures (Frandsen & Johansen, 
2010), no-response approach in the era of social media seems unlikely to make positive impact on 
resolving crisis situation and organizational image restoration after the crisis (Ye & Ki, 2017). 
Therefore, this paper, based on the available literature and United Express Flight 3411 incident 
documentary analysis, seeks to examine: 


RQ2. What crisis response approaches are effective in case of the online-ignited crises? 


Despite that positive public image of the organization affected by crisis could be ruined when a crisis 
occurs (Mitroff, 2004), the crisis situation does not necessarily lead to a negative outcome for the 
organization (Skoko, 2006). Even though the crises are considered as dangerous or turning points in the 
life cycle of an organization, the organizations may get out from the crisis even stronger than they were 
prior to it (Skoko, 2006; Ulmer et al, 2013). The crisis may contribute to the organizational learning and 
improvement (Nava, 2022). Although post-crisis communication is usually oriented towards repairing 
reputation and preventing further reputational damage for an organization (Coombs & Holladay, 2009), 
Ulmer et al. (2007) are pointing out that, depending upon the crisis, issues of image restoration may 
emerge as central topics of an organization in the post-crisis discourse. Benoit (1995) divided image 
restoration strategies into five broad categories: denial, evading responsibility, reducing offensiveness, 
corrective action and mortification, while Coombs and Tachkova (2023) offered different approach to 
the image restoration, grounded in the Situational Crisis Communication Theory. Pang (2012) argued 
that image restoration approaches include image repair, image renewal and image re-invention. 


Moreover, image restoration sometimes requires deeper organizational action; changes in 
communication are insufficient to bring an organization to the desired perception. The process of the 
post-crisis reintegration includes stakeholder, image, organizational and crisis management elements. 
All these elements are necessary to implement number of complex and sequential actions designed to 
address questions and concerns of the stakeholders (Pfarrer et al, 2008). Coombs (2010) claims it is vital 
to communicate necessary changes both internally and externally in the post-crisis phase. According to 
Pfarrer et al. (2008), the process of the organizational reintegration includes four key stages: discovery, 
explanation, penance and rehabilitation, as shown on Table 3: 


Additional Possible 
Salient Key Stakeholder Stakeholder Organization Concurrence 
Stage Relevant Literature Stakeholders Question Discourse Actions on... (outcome) 
Discovery Image Media What happened? How egregious? Voluntary disclosure Facts of the 
management Regulators Was the company Internal investigation transgression 
Voluntary Consumers forthcoming and Public cooperation 
disclosure cooperative? 
Do we have all the 
facts? 
Who is to blame? 
Explanation Organizational Investors Why did it Does the Acknowledge Appropriateness 
justice Employees happen? explanation fit wrongdoing ia 
Consumers the Express regret adequacy 
Media transgression? responsibility and sincerity) 
Has leadership Offer amends of 
accepted Apologize explanation 
msibility? 
Was the 
explanation 
adequate and 
sincere? 
Penance Organizational Media How should the Does the Accept verdict Equity of 
justice Consumers organization punishment Acknowledge that puni nt 
Equity theory Investors be punished? equal the crime? verdict is table 
Research on Activists Was the official Serve time without 
forgiveness punishment resistance 
Shaming theory ad te? 
What should the 
unofficial 
punishment be? 
Rehabilitation Organization Employees What organiza Are internal and Changes in line with Reintegration 
renewal inane tional chan: external changes transgression into group of 
Crisis management Consumers have been consistent? Internal changes in legitimate 
Public relations Activists made? Do symbolic management, organizations 
Local community changes reflect reward structures, 
real behavior? and personnel 
Are changes real External ayal of 
or simply new ethical image 
window Corporate 
dressing? responsibility 
New mission 
statement 


Code of conduct 


Table 3: Model of Reintegration (Pfarrer et al, 2008) 


Organizational post-crisis communications may increase or decrease uncertainities among the 
stakeholders in the image renewal process (Seeger & Ulmer, 2002). Post-crisis communications might 
tend to bring up an organizational image renewal by putting the organizational changes in the centre of 
the organizational rhetoric and external communications (Anderson, 2013). Crisis communication 
efforts, if performed adequately, can bring short-term or long-term gain to the organizational reputation 
(Coombs, 2015). Hence, the renewal discourse in the post-crisis period may help the organization to 
overcome the issues with the stakeholders (Seeger et al, 2005). Nevertheless, communication without 
the action is not sufficient in certain cases: corrective action is required to be performed and 
communicated in order to restore or renew the reputation of the organization (Sellnow et al, 1998). Thus, 
based on the available literature and United Express Flight 3411 incident documentary analysis, this 
paper intends to examine: 


RQ3. Can post-crisis communication in case of the online-ignited crises be effective without 
communicating organizational and policy changes? 


Methodology 


In general, multiple methods, such as observation, interviews or documentary analysis, can be used to 
analyze a particular situation (Gilgun, 1994). The crisis has been analyzed in detail using the document 
analysis, which is considered as particularly applicable to qualitative research (Bowen, 2009). 


The online-ignited crisis of United Airlines following United Express Flight 3411 overbooking incident, 
occurred on April 9", 2017, has been the central subject of the document analysis. 
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Four sets of data have been analyzed. The first three sets of data were used to track the life cycle of the 
crisis and identify organizational responses to the crisis risk and crisis itself. The fourth set of data was 
used to examine the financial impact of the crisis on the organization. 


Dataset 1: Internet documents such as Twitter updates, Facebook posts and comments and web log posts 
were searched online. Documentation by journalists, commentators, social media professionals and 
bloggers, accompanied with the original Twitter and Facebook posts, was available for analysis. The 
dataset is used to track the generation of the critical event, evolution of paracrisis into the crisis, life of 
the crisis, engagement and sentiment during the crisis and post-crisis roll back. 


Dataset 2: News reports from the conventional media and news agencies related to the crisis were 
sourced from the publicly available Internet portals of the news publications and news agencies. The 
data collected were used to reconstruct the flow of the crisis events and to analyze mainstream media 
coverage of the crises. 


Dataset 3: Publicly available online posts, news releases and documents that originated from the 
organization involved into the crisis. Organizational responses have been used to analyze the 
approaches, actions and stances taken by the organization involved into the crisis. 


Dataset 4: Publicly available stock price reports and financial analyses have been used to examine how 
the crisis had impacted the organization. 


The constant comparative method, described by Glaser and Strauss (2009), has been used to analyze 
datasets 1-3. The method consists of four distinct stages: 


(1) comparing the categories; 

(2) integrating the categories; 

(3) delimiting the theory; 

(4) writing the theory (Glaser & Strauss, 2009). 


The findings were presented according to the observations outcoming from the performed analysis. 
Analysis of the organizational responses was made through the textual analysis, which is the prevalent 
and primary method of analysis in image repair and image restoration studies, has been used (Benoit, 
2000; Pang et al, 2014). Dataset 4 was accessed to understand the impact of the crisis on the organization. 


Findings of the Document Analysis: United Express Flight 3411 Incident 


Day 0 (April 9", 2017): The Outbreak 


On Sunday, April 9", 2017, the security officials took out forcibly the paying passenger Dr David Dao 
off from the United Express Flight 3411 from Chicago to Louisville. The United Express Flight 3411 
was fully booked. However, four seats were needed to fly pilots and a crew of the Republic Airlines to 
Louisville for another flight (Thomaselli, 2017). United offered incentives to get four passengers to 
voluntarily give up their seats. When the incentives did not resolve the issue, four passengers who were 
told to get off the plane were chosen. Three of the selected passengers complied. Law enforcement 
officials had to forcibly remove the fourth selected passenger, Dr. David Dao, an Asian-American, who 
refused to leave the aircraft (Lint, 2017). 


Dr. Dao was injured as he was carried off the plane (Lint, 2017). As a result of this action, Dr Dao was 
hospitalised due to broken nose, two broken teeth and a concussion (Smith, 2017; Thomaselli, 2017). 
Multiple passengers captured the confrontation between Dr Dao and the security officials and posted it 


using social media (Lint, 2017). The video footage of the incident, posted by Twitter user Jayse D. 
Anspach (Twitter: @jaysedavid) at 7.30PM, had more than 168.000 retweets (Anspach, 2017). Within 
24 hours after an incident, the video posted by Anspach has been viewed more than 6.000.000 times 
(Marotti & Zumbach, 2017). United was mentioned in his post and it initially replied, asking for more 
details (Ohlheiser, 2017). Video of another Twitter user, Tyler Bridges (Twitter: Tyler Bridges), 
mentioning United Airlines, Fox News and CNN official acounts in his post, had more than 22.000 
retweets (Bridges, 2017). United’s Twitter account also replied promptly to the video, asking about 
what’s happening on board the plane (Ohlheiser, 2017). The wife of Tyler Bridges, Audra, posted a 
video of the incident on Facebook, which was shared more than 87,000 times and viewed 6.8 million 
times within first 22 hours after the incident (Marotti & Zumbach, 2017). 


Within two hours, an incident began to evolve into the crisis, capturing attention of the local news station 
WHAS11, which first contacted the passengers who posted the video footage of an incident (Ohlheiser, 
2017). Louisville local portal Courier Journal reported about the incident immediately after midnight, 
less than 5 hours after posting first video (Ohlheiser, 2017; Courier-Journal, 2017), posting video 
footage and response from the United. However, the United spokesperson responded via e-mail directly 
and only to Courier Journal (Courier-Journal, 2017). According to Courier-Journal (2017), the United 
spokesperson response to the query was: 


"Flight 3411 from Chicago to Louisville was overbooked. After our team looked for 
volunteers, one customer refused to leave the aircraft voluntarily and law enforcement was 
asked to come to the gate.We apologize for the overbook situation. Further details on the 
removed customer should be directed to authorities." 


Although an incident initiated certain social media attention, during the night there were fewer than a 
dozen news articles about United. However, search interest started to creep upward. By the morning, 
the video leaked to the conventional media and United social media accounts were widely trolled by 
angry social media users (Ohlheiser, 2017). 


Day 1 (April 10th, 2017): The Escalation 


The first wider response from the United came early April 10th, when the crisis evolved and attracted 
high media attention, spilling from social media and local portals to the top national news (Ohlheiser, 
2017). In a brief Twitter response on Monday morning, United said, “We apologize for the overbook 
situation,” but made no reference to Dr. Dao or the recorded incident (Anspach, 2017; McCann, 2017). 
As the crisis continued to evolve, in the next response, later April 10th, the United Airlines Chief 
Executive Officer (CEO) Oscar Munoz expressed the upset, but failed to promptly acknowledge stress 
and injuries Dr Dao suffered, apologizing only for having to “re-accommodate customers” (United, 
2017a; McCann, 2017; CNBC, 2017). The statement has been circulated to the media (United, 2017a) 
and posted on the United Twitter account (United, 2017b), causing explosion of negative comments and 
testimonials of other unsatisfied customers. The Twitter post had more than 64.000 comments and more 
than 21.000 retweets (United, 2017b). The original response from the United Chief Executive Officer, 
as per (United (2017a) and United (2017b), was: 


“This is an upsetting event to all of us here at United. I apologize for having to re- 
accommodate these customers. Our team is moving with a sense of urgency to work with the 
authorities and conduct our own detailed review of what happened. We are also reaching out 
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to this passenger to talk directly to him and further address and resolve this situation. ”. 


Later on April 10th, in an e-mail sent to the United employees, United CEO praised and defended the 
crew's actions, stating this was not a mistake, but following established procedures for dealing with 
situations like this. This message leaked to the media, deepening the crisis (Chicago Tribune, 2017; 
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Ohlheiser, 2017). The original e-mail of the United CEO to the employees, according to Chicago 
Tribune (2017), reportedly was: 


,» Like you, I was upset to see and hear about what happened last night aboard United Express 
Flight 3411 headed from Chicago to Louisville. While the facts and circumstances are still 
evolving, especially with respect to why this customer defied Chicago Aviation Security 
Officers the way he did, to give you a clearer picture of what transpired, I've included below a 
recap from the preliminary reports filed by our employees. 


As you will read, this situation was unfortunately compounded when one of the passengers we 
politely asked to deplane refused and it became necessary to contact Chicago Aviation 
Security Officers to help. Our employees followed established procedures for dealing with 
situations like this. While I deeply regret this situation arose, I also emphatically stand behind 
all of you, and I want to commend you for continuing to go above and beyond to ensure we fly 
right. 


I do, however, believe there are lessons we can learn from this experience, and we are taking 
a close look at the circumstances surrounding this incident. Treating our customers and each 
other with respect and dignity is at the core of who we are, and we must always remember 
this no matter how challenging the situation. 


Oscar 


In addition to the e-mail, United CEO provided ,,Summary of Flight 3411‘, which described the 
passenger as disruptive and belligerent. The ,,SSummary of Flight 3411“, according to Chicago Tribune 
(2017), was: 


* On Sunday, April 9, after United Express Flight 3411 was fully boarded, United's gate 
agents were approached by crewmembers that were told they needed to board the flight. 


¢ We sought volunteers and then followed our involuntary denial of boarding process 
(including offering up to $1,000 in compensation) and when we approached one of these 
passengers to explain apologetically that he was being denied boarding, he raised his voice 
and refused to comply with crew member instructions. 


¢ He was approached a few more times after that in order to gain his compliance to come off 
the aircraft, and each time he refused and became more and more disruptive and belligerent. 


* Our agents were left with no choice but to call Chicago Aviation Security Officers to assist 
in removing the customer from the flight. He repeatedly declined to leave. 


* Chicago Aviation Security Officers were unable to gain his cooperation and physically 
removed him from the flight as he continued to resist — running back onto the aircraft in 
defiance of both our crew and security officials “ 


Within an online community and conventional media, the incident provoked a strong reaction. The 
Facebook video posted by Audra Bridges had more than 19 million views until publicly available on the 
platform (Ohlheiser, 2017). The company seemed unable to handle numerous public outbusrts, 
testimonials of the unsatisfied customers and mocks from different users and celebrities, following the 
incident. #Flight3411, #United, #BoycottUnited and #NewUnitedAirlinesMottos were trending topics 
on Twitter. Users were tweeting numerous memes and pejorative slogans (Ohlheiser, 2017; Delaney, 
2017). According to Joyce (2017), mentions of the United Airlines on social networks, calculated on the 


basis of Twitter, Facebook and Instagram mentions, have exceeded 1.500.000 mentions in a day - 1000% 
increase comparing to previous leggings crisis on March 26th (Figure 1), and exceeding 100.000 
mentions per hour after escalation (Figure 2). 
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Figure 1: Twitter, Facebook and Instagram analysis of United Airlines mentions (Joyce, 2017) 
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Figure 2: Hourly distribution of mentions of United Airlines on Facebook, Twitter and Instagram for 
April 10th, 2017 — the timings shown as EST (Joyce, 2017) 


Overnight, in addition to the United States, United Express 3411 incident became trending topic in 
China, which is considered as one of the key growth markets for United. The main concerns spread were 
related to that Dao was targeted because of his Asian origin. Hashtag 
#UnitedAirlinesforcespassengeroffplane became the top trending topic on Weibo, a Twitter alternative 
popular in China (Ohlheiser, 2017). 


Day 2 (April 11th, 2017): Actions, Consequences and Turning Point 


Two days after the incident, the crisis was unfolding further in the leading global and national media 
(McCann, 2017), also occupying interest of other stakeholders. The lawmakers-senators sent a letter to 
the Commissioner of the Chicago Department of Aviation and United CEO, asking for the explanations 
of an incident (US Senate, 2017; McCann, 2017). Media widely discussed the entire situation, 
considering it as United's public relations disaster (CNBC, 2017). The passenger injured in the incident, 
Dr. Dao, has hired lawyers to proceed with lawsuits against United (Corboy&Demetrio, 2017). 
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On the social media, the crisis persisted. #NewUnited AirlinesMottos remained trending topic on Twitter 
in the USA, while #UnitedAirlinesforcespassengeroffplane remained trending topic on Weibo 
(Ohlheiser, 2017). Celebrities and companies, including the other airlines, joined campaign against 
United on the social networks (Beckett, 2017). Total reach of social media posts related to United 
Airlines decreased for most of the hashtags comparing to the day | of the crisis, except for the hashtag 
#flight3411, but sentiment remained negative (Qian, 2017; Joyce, 2017). The comparison of total 
number of impressions is shown at Figure 3. 
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Figure 3: Comparative analysis of number of impressions for different hashtags - Day 1 and Day 2 of 
the United Airlines crisis (based on Joyce, 2017; Shields, 2017) 


The apology statement, issued during the day, turned the discourse of the United communications 
(McCann, 2017). Integral text of the apology statement of the United CEO, as published on the United 
newsroom (United, 2017c) was: 


» Lhe truly horrific event that occurred on this flight has elicited many responses from ail of 
us: outrage, anger, disappointment. I share all of those sentiments, and one above all: my 
deepest apologies for what happened. Like you, I continue to be disturbed by what happened 
on this flight and I deeply apologize to the customer forcibly removed and to all the customers 
aboard. No one should ever be mistreated this way. 


I want you to know that we take full responsibility and we will work to make it right. 


It’s never too late to do the right thing. I have committed to our customers and our employees 
that we are going to fix what’s broken so this never happens again. This will include a 
thorough review of crew movement, our policies for incentivizing volunteers in these 
situations, how we handle oversold situations and an examination of how we partner with 
airport authorities and local law enforcement. We'll communicate the results of our review by 
April 30th. 


I promise you we will do better. “ 


United stock price was also affected with the crisis. During the day, the price was off for about 4%, 
knocking off close to $1 billion off the company's market value (Kottasova, 2017). By late afternoon, 
after the apology statement from the CEO, the stock had recovered from the worst losses, but its market 
value was still off by $250 million (Kottasova, 2017). 


Day 3 (April 12th, 2017): Further Actions and Apologies 


On April 12th, the United CEO Oscar Munoz appeared on the ABC “Good Morning, America” TV 
program, stating he felt “shame” when he saw the video footage of Dr. Dao being forcibly dragged from 
the flight. “This can never - will never - happen again on a United Airlines flight. That’s my premise 
and that’s my promise”, the United CEO said during the appearance (McCann, 2017). He also said he 
regretted his earlier public responses related to the incident (Stack, 2017). 


The incident attracted attention of the United States President Donald Trump, who also commented the 
topic. Trump suggested that this kind of incident could be avoided. "You know, there's a point at which 
I'm getting off the plane ... seriously... They should have gone up higher. But to just randomly say "You're 
getting off the plane,' that was terrible", said Trump (Siemaszko, 2017). 


Later during the day, United announced that the company will offer full refund to every passenger on 
the flight and promised to stop using security forces to remove passengers from the overbooked airplanes 
(Stack, 2017; Smith, 2017). Stock prices of the United continued to fall slightly (NYSE, 2017), although 
first signs of recovery were noticeable during the trade (Huston, 2017). Social media accusations, 
memes, mocks and posts in highly negative context persisted, but somewhat less intensitve than in the 
previous two days (Qian, 2017). Attorneys of Dr. Dao filed court papers necessary to preserve evidence 
about the incident (Siemaszko, 2017). 


Day 4 (April 13th, 2017): Policy Changes 


After the press conference held by one of Dr. Dao’s dauthers and his attorney, United issued a prompt 
response. The United repeated that CEO had reached out to Dr. Dao to apologize, which the Dr. Dao’s 
attorney previously stated he is unaware of (Smith, 2017; McCann, 2017). 


The original statement of the United (United, 2017d), was: 


, We continue to express our sincerest apology to Dr. Dao. We cannot stress enough that we 
remain steadfast in our commitment to make this right. 


This horrible situation has provided a harsh learning experience from which we will take 
immediate, concrete action. We have committed to our customers and our employees that we 
are going to fix what’s broken so this never happens again. 


First, we are committing that United will not ask law enforcement officers to remove 
passengers from our flights unless it is a matter of safety and security. Second, we’ve started 
a thorough review of policies that govern crew movement, incentivizing volunteers in these 
situations, how we handle oversold situations and an examination of how we partner with 
airport authorities and local law enforcement. Third, we will fully review and improve our 
training programs to ensure our employees are prepared and empowered to put our 
customers first. Our values — not just systems — will guide everything we do. We'll 
communicate the results of our review and the actions we will take by April 30. 


United CEO Oscar Munoz and the company called Dr. Dao on numerous occasions to 
express our heartfelt and deepest apologies. “ 


On the same day, United internally announced a policy change "to make sure crews traveling on our 
aircraft are booked at least 60 minutes prior to departure“ (Gonzales, 2017). Social media attention as 
still present, with the peak around the press conference of Dr. Dao’s daugther and attorney, but with 
signs of further decline, as shown at the Figure 4 (Qian, 2017). Despite the actions taken, the stock prices 
continued to fall, as presented at Figure 5 (NYSE, 2017). 
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Day 5 (April 14th): Out from the Acute Phasis 


On April 14th, not only media attention for the crisis started to diminish: negative posts at social media 
were still present, but their frequency was in steep decline comparing to previous days of the crisis 
(Qian, 2017). The frequency of negative tweets related to the United Airlines by crisis days is shown at 
Figure 4. 


United Airlines 
variable — Negative — Positive — Neutral 


Figure 4: Frequency of positive, negative and neutral tweets about United Airlines during the crisis — 
the timings shown GMT+1 (Qian, 2017) 


The stock price of the United stock (NYSE: UAL) began to recover after three days of slight decline 
(NYSE, 2017), as shown at the Figure 5: 
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Figure 5: United stock price (NYSE: UAL) - April 2017 (NYSE, 2017) 


Although online presence of critical posts on social media was still significantly higher than before the 
incident, the acute phase of a crisis could be considered as finished on April 14th, 2017, 4 days after the 
escalation of a crisis. 


The Aftermath 


On April 17th, 2017, United CEO acknowledged that the viral video was "watershed moment" for the 
airline. He stated the crisis was a humbling experience and took full responsibility (United, 2017e). In 
addition, he said "It is obvious from recent experiences that we need to do a much better job serving our 
customers" (Dooley, 2017). 


On April 21st, 2017, the media reported that CEO Oscar Munoz will not become chairman of the airline, 
as had been planned before the incident. Additionally, in a government filing, United stated that the 
airline was developing a program for 2017 so that executive compensation would be matter of revision 
and "directly and meaningfully tied to progress in improving the customer experience" (Wise, 2017). 


On April 24, Dr. Dao's attorney announced that his client inteds to file a lawsuit against United following 
the incident (Associated Press, 2017). Three days later, April 27th, United and Dr. Dao reached a 
confidential settlement (BBC, 2017). 


On April 26th, the United delivered response to the senators, answering their questions and announcing 
policy changes (Thomaselli, 2017). 


On April 27th, 2017, United CEO announced detailed Review and Action Report (United, 2017f) 
following United Express Flight 3411 incident. United Airlines announced significant changes of its 
booking policy and recognized its failures (BBC, 2017). 


According to the report (United, 2017f), the United failures related to the United Express Flight 3411 
incident include: 


I. ,,Calling on law enforcement to assist with policy enforcement when a security or 
safety issue didn't exist. United's policies and procedures in non-safety or security 
situations did not adequately address instances in which customers refused to comply 
with requests. 

2. Rebooking crew at the last minute. The crew was booked and arrived at flight 3411 
during the boarding process. Our policies did not prohibit this. 

3. Offering insufficient compensation and not providing transportation/destination 
options to entice more customers to give up their seats willingly. Agents did not have 
the authority to act independently and authorize higher levels of compensation or 
provide other modes of transportation and/or the right destination options. 

4. Providing insufficient employee training and empowerment to handle a situation like 
this. United does not provide regular training to prepare its team for denied boarding 
situations and individual interactions with customers during these potentially difficult 
situations “ 


Within the report, communicated to the media (BBC, 2017), United announced 10 policy changes ,,made 
or forthcoming“ (United, 2017f). The policy changes (Table 4) include: 
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implementation 
date 
United will limit use of law enforcement to safety and security issues 
United will not require customers already seated on the plane to 
S1V 7 is at risk 
ary ins up 

4 United will establish a customer solutions team to provide agents 

with creative solutions 


3 

United will ensure crews are booked onto a flight at least 60 April 14, 2017 
7 

[10 | 


August 2017 


Later 2017 
United will reduce its amount of overbooking Adjusted April 
2017 


United will empower employees to resolve customer service July 2017 - 
issues in the moment flight 
attendants 


Later 2017 — 


agents 
United will eliminate the red tape on lost bags June 2017 


Table 4: United post-crisis policy changes (United, 2017f) 


United also repeated the ,,profound apologies“ (BBC, 2017), stating that the company can ,,never 
apologize enough for what occurred and for our initial response that followed. United Airlines takes full 
responsibility for what happened“ (United, 2017f). 


By the end of April, the United stock have recovered and fully returned to the level prior to the crisis 
occurence (Figure 5; NYSE (2017)). 


Other airlines followed the policy changes made by United and communicated them as well. Delta 
Airlines also increased its maximum payout to $9,950 and Southwest Airlines said it will no longer 
overbook flights (BBC, 2017). 


In May 2017, the United Express Flight 3411 incident was a light-motive for the New Yorker front page, 
depicting President Trump and Attorney General Jeff Sessions dragging former FBI Director James 
Comey off a plane (New Yorker, 2017). 


On June 15th, 2017, United announced expansion of roles for three members of the executive leadership, 
argumenting need for changes with tendency to ,,build a more customer-centric airline“ (United, 2017g). 


In June 2017, less than two months after the crisis, #Flight3411 hashtag is not in the centre of attention 
of the social media users. The hashtag, which had hundreds of millions of impressions during the peak 
of the crisis on April 10 and April 11, 2017 (Joyce, 2017), averaged exposure of less than 100 per hour 
in June 2017 (Ritetag, 2017). The Twitter activity for the hashtag #Flight3411 in June 2017 is shown at 
the Figure 6. 
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Figure 6: Twitter statistics for hashtag #Flight3411 in June 2017 (Ritetag, 2017) 


Findings and Discussion 


What approaches and attitudes foster evolution of a paracrisis into the crisis? 


As any crisis ignited online, the crisis situation passed through the paracrisis stage prior to its escalation 
into the crisis. The first hours after posting the video were critical for the appropriate reaction. Prompt 
reply from the United Airlines to the Twitter users who posted videos, attempting to determine from 
them what happened (Ohlheiser, 2017) and quick response of the spokesperson to the inquiry of the 
local news from Louisville (Courier-Journal, 2017), which happened during the paracrisis stage, were 
general and corporate rather than oriented towards responding to the real crisis issue. United Airlines 
missed an opportunity to provide proper and proactive response during the paracrisis stage and, 
consequently, the paracrisis evolved into the crisis. 


Even if not notified by the social media team, the United spokesperson, obviously, became aware of the 
critical incident as soon as the question from the local Louisville news arrived. It is realistic to believe 
that lack of immediate comprehensive fact-finding actions led to late and inappropriate responses from 
the company and added fuel to the crisis. In the discovery stage (Pfarrer et al, 2008), United missed an 
opportunity to communicate findings and apologies related to the incident quickly, proactively and 
realistically. In the early morning hours, in the late paracrisis stage, United still communicated 
reactively, responding individually to the numerous tweets mentioning the incident. Although response 
of the United CEO increased level and duration of the crisis, reactive and deferring approach to online 
paracrisis by the individuals responsible for crisis communications and online communications in 
synergy with leaking of the video footages into the news, contributed to quick evolution of a paracrisis 
into crisis and further spreading out of the crisis at early stage (Figure 7). 
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Figure 7 shows the timeline of critical moments related to the ignition of the crisis and evolution of a 
paracrisis into the crisis, along with the mention volume of the United on the social networks (Joyce, 
2017). 


risis 
arting 
line 


CEC 
statement 


local media 
query 


tO Aor 4.00 06.00 2:00 2:00 15:00 18x 21m 11 Aor 


Figure 7: Critical moments in the early paracrisis/crisis stage, compared with the social networks 
United mention volume (construct of the authors using data from Joyce, 2017, the timings shown as 
EST) 


Having in mind complexity, severity, and nature of an incident, the answer to the question if the 
paracrisis could be prevented to evolve is probably negative. It is unknown whether United had the 
system for examining the paracrisis threat. According to Selakovic (2021) and Coombs and Holladay 
(2023), the presence of the early recognition system is important for the discovery of possible 
consequences of online crisis challenges. Regardless of presence of such system, the individuals 
responsible for crisis communications in the United Airlines should be capable to assess if there could 
be support for defining the behavior shown in the video as problematic, and to assess if other 
stakeholders will accept such support (Coombs & Holladay, 2012). The proactive approach, listening to 
the public’s concerns and understanding the audience, and communicating with compassion, concern, 
and empathy (Veil et al, 2011) during the short-living paracrisis stage could have a suppressing effect 
on spreading out of the inevitable crisis. Reactive approach, demonstrated in the occasion of the United 
Express Flight 3411 incident, directly led to the quick and explosive crisis ignition, while using 
corporate language, accompanied with the initial denial and later attacking the accuser (Coombs, 2007) 
led to the crisis extension and escalation in the conventional media. Such approach is surprising, having 
in mind previous United experience with the paracrisis evolving into a crisis in case of “United breaks 
guitars”, when the initial inappropriate response to the musician David Carrol’s online complaints led 
to the crisis (Pang, 2013; Pang et al, 2014). 


What crisis response approaches are effective in case of the online-ignited crises? 


Analysis of the United crisis communications shows the paradigm was changing through different stages 
of a crisis. The United Airlines social and conventional media communications approach shifted from 
the reactive to proactive, while crisis response, analyzed according to the Coombs (2007) model, moved 
from the denial in the paracrisis and early stage of the crisis, via mix of denial and diminishment, to the 
rebuilding in the later stages of the crisis and primeses of bolstering, in the aftermath (Table 5). 
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Table 5: Timeline of the United Express Flight 3411 crisis communication approaches and responses 
(construct of the authors) 


The turning point of the crisis was the United Airlines response shift from denial to the rebuilding. With 
the apology statement, issued by the CEO on April 1 1th, United managed to balance the crisis situation 
and to put the ground for further communication, which, along with the announcement of policy 
changes, led to the crisis suppression and diminishment. The above described analysis, when compared 
with the data about social media context presented by Qian (2017) - Figure 8, clearly indicates that the 
change of the discourse, started with apology statement of the CEO on April 11th, turned the crisis into 
the stalemate and, accompanied with consistent communication in the rebuilding context, led to the 
suppression and further deterioration of the crisis. 
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Figure 8: Comparative analysis of the key United responses and Qian (2017) Twitter frequencies 
during the United Express Flight 3411 crisis — construct of the authors 


The proactive approach, accompanied with sincere apologies and rebuilding discourse, seemed to be 
efficient in this case. Reactive approach and denial did not turn to be effective crisis communication 
approach. 


Can post-crisis communication in case of the online-ignited crises be effective without communicating 
organizational and policy changes? 


The documentary analysis confirmed that change of the communication paradigm during the crisis had 
significant impact. Although shift from denial to rebuilding enrolled the crisis into the stalemate, 
apology without the action could not reduce the negative sentiment within the online community (Figure 
8). Demonstrated and consistently communicated policy changes, which consequently followed the 
CEO apology, moved the crisis from the stalemate to the phase of suppression and further deterioration 
(Table 5; Figure 8). 


United post-crisis communications were consistent with the rebuilding messages delivered during the 
crisis. Quarterly press conference of the United CEO, response to the authorities and official report 
contained apologies and visible policy changes, demonstrated the shift from the usual stance of the 
company unpreparedness to handle the crisis in CEO reputation (Zerfass et al, 2016). The report 
demonstrated that United learned from its mistakes and proved policy changes are already at place, 
therefore sending an additional convincing message that the crisis like United Express Flight 3411 is 
not going to happen again. With tangible policy changes, it was possible for communicators to put 
learning and changes in the centre of the organizational rhetoric and external communications, as 
Anderson (2013) suggested. In regard to the post-crisis organizational reintegration (Pfarrer et al, 2008), 
the United actions and report demonstrated clear coverage of all stages — discovery, explanation, 
penance and rehabilitation (Table 6). 


Stage of reintegration Key stakeholder question Organizational action 
Pfarrer et al, 2008 Pfarrer et al, 2008 


Discovery What happened? The report contains detailed 
and objective analysis of the 
incident. The analysis 
complies with the video 
footages and witness 
testimonials (Uni ] 

Explanation Why did it happen? The report contains list of 
failures of the company 
which led to the incident. 
There are neither denial nor 
“accuse the accuser” 
responses in the report 


Penance How should the organization | United CEO will not become 
be punished? chairman of the airline, as 
intended before an incident. 
Additionally, executive 
compensation is going to be 
revised (Wise. 2017 


Rehabilitation What organizational changes | The report contains list of 
have been made? the organizational policy 
changes, clearly indicated 
which policies are already 
changed after the incident 
and which additional 
policies are going to be 
implemented further 
Jnited, 2017 


Table 6: Content analysis of the United Express Flight 3411 post-crisis communications in the context 
of Pfarrer et al. (2008) organizational reintegration - construct of the authors 


Findings of the report and changes in the aftermath of the United Express Flight 3411 crisis demonstrate 
that United used the crisis situation for organizational learning and policy improvement. Organizational 
and policy changes, as well as tendency to build more customer-centric airline are the focal points of 
the organizational external communications discourse. Although United Express Flight 3411 started as 
competence-based crisis, due to severity of the action it has been transformed into the integrity-based 
crisis immediately after the initial statement of the CEO. Communication changes without demonstrated 
action in post-crisis communications are like changing curtains on the windows — image restoration after 
the integrity-based crisis requires structured and coordinated action, in which communication supports 
the process of changes. 


Conclusions 


This research has examined how paracrises evolve into crises, how different approaches contributed to 
the escalation and suppression of the crisis, and how communicating of post-crisis organizational and 
policy changes contributed to the image restoration. Based on the literature review and United Express 
Flight 3411 documentary analysis, the following conclusions could be derived: 


- Not every paracrisis becomes crisis. In some cases, regardless of the response and 
communications approach, it is not possible to stop evolution of a paracrisis into the crisis. 
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- Effects and impacts of online-ignited early crisis situation can be suppressed by taking proactive 
stance during the paracrisis stage. 

- Incase of a paracrisis that will inevitably evolve into a crisis, it is vital for an organization to 
find the facts promptly, identify the appropriate approach and to start proactive communication 
from the rebuilding posture. 

- Unfounded denial in the early stage of the online-ignited crisis contributes to spreading out the 
crisis, especially in case of the integrity-based crisis with strong attribution of the crisis 
responsibility. 

- Changing the paradigm of the crisis responses during the crisis impacts the flow of the crisis. 

- Putting policy and organizational changes into center of the crisis communications discourse 
can contribute to the crisis suppression and deterioration. 

- Post-crisis communication should be consistent with the crisis communication, if crisis 
responses included announcement of policy and organizational changes. 

- In case of public demand for policy or organizational changes during the crisis, centering 
external communications discourse around policy and organizational changes fosters image 
restoration of the organization during the post-crisis period, of organization is truly dedicated to 
performing changes. Without dedication, focusing post-crisis communication on promising 
organizational action is unlikely to gain the stakeholders* support. 


The thesis: “the best way to manage a crisis is to prevent one” (Pang et al, 2014), proved itself true in 
crisis caused by the United Express Flight 3411 incident. The incident itself, and consequently the entire 
crisis, could have been avoided if policies and procedures for paracrisis identification and risk mitigation 
(Selakovic, 2021), situation appraisal, and resolving the overbooking issues, would be at place prior to 
the critical event. Moreover, the authors believe that this paper can serve as a learning point for 
communications practitioners and managers to understand the importance of appropriate planning, 
policy development, organizational learning and efficient and credible communicating in the era of 
social media and real-time transmission of the information. 
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GENDER — RESPONSIVE BUDGETING IN SERBIA 


Dejan Vukosavljevié, | Olivera Milutinovic *, Danijela Vukosavljevié * 


Abstract 


The budget is the basic document for financing state functions in every modern state. It is a financial instrument that 
raises funds through the mechanism of public revenues and systematically spends them to finance public expenditures. 
The budget is a one-year law that envisages, approves, and allocates all state revenues and expenditures during one 
budget year. Despite the existence of gender-neutral laws and regulations around the world, people are treated daily 
on the basis of their gender, and not on the basis of individual needs. It cannot be allowed to depend on one's good 
will whether the services provided by the public sector, or any other legal entity will be adapted to the needs of both 
women and men. Gender equality is a challenge, and the introduction of the principle of gender equality and its 
budgeting is an even greater challenge. Gender-responsive budgeting is an innovation in public finances that broadens 
the needs of society. 


Key words: budget, revenues, expenditures, gender equality, public finances 
Introduction 


Serbia was one of the first countries to introduce gender-responsive budgeting at the local, provincial, and 
national levels. 

Gender-responsive budgeting is a new tool in public financial management reform trends. It is about an 
innovation that completely changes the current budgeting practice by relating every budget expense to 
specific activities or outcomes to be achieved. Until now, line-item budgeting was applied wherein finances 
were separated from the outcome, but now, with this new tool, it is replaced with program budgeting. This 
means that what is financed, what the budget users plan to achieve, and what the citizens ultimately get are 
directly connected in one place. 

The most significant change lies in that budgeting is no longer the sole responsibility of the people in charge 
of finances. Now decision-makers, sector experts, and those in charge must be actively involved in 
planning, implementation, monitoring, and reporting. 

The distinction between sex and gender is essential because, unlike our biological status, i.e., the sex we 
are assigned at birth, gender is a construct of a specific society at a specific time, very subject to change. 
Therefore, accepting the difference between sex and gender opens the possibility of changing gender roles, 
gender regime, and gender order on a theoretical basis. (Jari¢, V., Radovic, N. 2011.) 

Recognizing men's and women's needs in the economy and society makes it possible to recognize those 
projects that simultaneously contribute to increasing the economic efficiency of operations, accelerating 
the economy and society development, and reducing gender inequality. Gender-responsive budgeting is the 
process of budget gendering aimed at establishing a financial link between economic development and 
gender equality. Gender budget analyses include the analysis of a country's overall macroeconomic 


' Dejan Vukosavljevic Associate professor, The Faculty of management, Sremski Karlovci, University ,,Union-Nikola Tesla “, 
Belgrade, Olivera Milutinovic Associate professor The Faculty of management, Sremski Karlovci, University ,,Union-Nikola 
Tesla “, Belgrade, Danijela Vukosavljevic, Assistant professor, The Faculty of management, Sremski Karlovci, University 
,Union-Nikola Tesla “, Belgrade 


corresponding author: danijela.vukosavljevic@famns.edu.rs 
vukosavljevic.dejan@gmail.com, olivera.milutinovic@gmail.com 


41 


42 


strategy, the structure of expenses and revenues, and the efficiency in service provision while recognizing 
the different inputs of men and women in the production and distribution of goods. 

Women and girls are more and more often discriminated against than men, paid less for the same type and 
complexity of work, overburdened with unpaid work at home, suffer physical and sexual violence more 
often, and are more restricted in utilizing their development opportunities and achieving social security in 
the market, politics, and society. Gender budget analyses have confirmed that budgets translate and 
reproduce gender relations and that applying gender budgets allows identifying the consequences and 
influence suffered by women compared to men. This may improve the efficiency of economic policy and 
public policy and contribute to breaking unequal power relations in society. (Duri¢-Kuzmanovi¢, T. 2014.) 
Work on gender-sensitive budgeting must be systematic and extensive. It must be well organized and 
planned, with managers having clear intentions and methods. Gender equality must be introduced by state 
administration officers and persons specializing in certain areas. The long-term result of this project would 
be gender equality in labor market programs, gender equality in schools, and gender equality in healthcare. 
(Stefanovic, J. 2007.) 


The Role of Gender-responsive Budgeting 


Nowadays, women are in an unequal position compared to men. In conditions of poverty and corruption, 
women and children constitute the most vulnerable part of the population. Therefore, a condition for 
improving the position of women and achieving gender equality is to make every place creating relations 
of inequality and discrimination visible. One such place is the budget of the Republic of Serbia, considering 
that the budget is the critical political decision of every Government and the core instrument of its economic 
policy. A budget shows the available Government funds for a given year, where they are raised, and how 
they are distributed in line with the set political goals. 

Gender-sensitive budgeting assesses the impact of state budgets on different groups of women and men by 
analyzing gender-oriented distributions and reviews the implementation of the equal opportunities policy. 
Gender budget analysis is a model for understanding the cultural patterns and standards set for women and 
men and their different experiences, indicating the financial connection between the economic development 
of a national economy and gender equality. 

Our country's budget traditionally assumes that the processes of raising and distributing state funds are 
gender-neutral in terms of men and women. This encourages gender inequality by ignoring the different 
effects of budget decisions on men and women due to their different gender social roles and power relations. 
Gender equality is defined by the Law on Gender Equality, which governs the concept, meaning, and policy 
measures for achieving and improving gender equality, types of planning documents in the field of gender 
equality and the method for reporting on their implementation, the institutional framework for achieving 
gender equality, supervision over the implementation of the law and other issues essential for achieving 
and improving gender equality. (Law on Gender Equality, Official Gazette of RS No. 52/2021.) 


Phases of gender-responsive budgeting 


Gender-responsive budgeting includes the following two general phases: 
e analysis of the impact of budgets and budgetary policies on women and men and their needs with 
the aim of defining areas with unequal distribution 
e implementation of the gender equality principle in budgeting and budget execution 


However, the gender-responsive budgeting process may include as many phases as are there in the 
budgeting process cycle itself: 


budget preparation or analysis of women's and men's needs and of the status of gender equality in 
society 

presentation of the draft budget with a proposal of goals for achieving gender equality and planned 
funds 

budget execution or allocation of funds, and budget execution reporting 

budget revision or assessment of whether the planned goals have been achieved by budget 
execution (Hrelja, Dz. 2015) 


Analysis of 
gender 
influence 


Final result 
evaluation 


Determination 
of gender 
indicators 


Revision 


Presentation 0 
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in budget 


Output results 
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Execution 


Preparation of 
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Picture 1. Gender-responsive budgeting phases 


Concept and Goals of Gender-responsive Budgeting 


Gender-responsive budgeting includes two following general goals: 


improving the status of gender equality in the social community, which contributes to society's 
democratization. 

achieving many economic benefits, considering that a large part of the population is empowered to 
participate more effectively in the labor market, which contributes to economic growth. 


The goals of gender-responsive budgeting are focused on promoting generally accepted democratic values, 
namely: 


equality 

improving the position of women and realizing women's rights 
Government's performance measurability 

transparency 

economic capacity 

effectiveness 
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e Government's responsibility toward citizens (Kozul, M. 2007) 


Equality. Regardless of the budget being a gender-neutral political instrument, budget expenses and revenue 
collection have different effects on men and women. Gender budgeting helps ensure that gender equality 
becomes a goal. 

Improving the position of women and realizing women's rights. Gender budget can also be an indicator of 
economic management. Gender-responsive budget becomes a benchmark for the implementation of human 
rights instruments. 

Government's performance measurability. Gender-sensitive budgets allow measuring the government's 
performance and attitude toward its people. 

Transparency. Gender budget initiatives create a situation in which financial policy is transparent and more 
measurable. It is possible to view how the money intended for women is spent in detail. At the same time, 
it is significant that it provides policymakers with inputs of different priorities of women and men for needs 
on the budget expenses side. Gender budget analyses make women's work economically visible and show 
how revenue collection and changes in the tax structure may have a different impact on women compared 
to men. 

Economic capacity. Gender inequality is an economic cost. It slows down economic development, hinders 
the development of human resources, and reduces general well-being. Ignoring the gender implications of 
government spending can affect macroeconomic goals. 

Effectiveness. Gender budgeting can contribute to increasing the effectiveness of public expenditures by 
determining the individual needs of specific groups and analyzing how these can be met in the best possible 
way. 

Government's responsibility toward citizens. The process of improving the distribution of goods and 
services to women, men, girls, and boys in a fair, equal, and responsible manner is an indicator of a 
responsible Government. Such a government implies participation in the policy-making process to represent 
the perspectives of different groups of citizens, including women. 


These goals are achieved through the following results: 

e the principle of gender equality is included as a budget policy 

e the impact of public expenditure and revenues on gender equality is substantiated 

e the needs of both women and men have been considered 

e funds have been redistributed to achieve gender equality goals 

e budgetary allocations are aimed at the economic empowerment of women 

e budgetary allocations have provided equal opportunities for women and men to participate in all 
areas of social and economic life and decision-making, and gender statistics and the application of 
gender budgeting analysis have been improved (Hase¢i¢-Hrelja, Dz. 2015) 


Introduction of gender-responsive budgeting 


There are international and domestic sources of introducing gender-responsive budgeting. International 
sources include: 

e Convention on the Elimination of All Forms of Discrimination against Women - Gender budgeting 
is an instrument for implementing international legal obligations arising from recognized 
international treaties on human rights, including this Convention. Therefore, state budgets should 
financially reflect the standards and measures for eliminating discrimination and promoting gender 
equality provided for in this Convention. 


e Beiing Declaration and Platform for Action - Governments are ordered to put efforts into a 
systematic review of the benefits women receive from government spending and adjust budgets to 
allow equal access to expenditures in the public budget. 

e UN Millennium Declaration 


Domestic sources of introducing gender-responsive budgeting include: 

e The Constitution of the Republic of Serbia — It sets forth the equal opportunity policy as the state's 
obligation and guarantees the equality of women and men. The Constitution prohibits any 
discrimination on any grounds, including gender. 

e Law on Prohibition of Discrimination 

e Law on Gender Equality 

e National strategy for improving the position of women and advancing gender equality - In the area 
of creating systemic prerequisites for the equal opportunity policy in the economy, it envisions the 
introduction of the gender equality principle in budget planning and execution. 

e Action plan for the implementation of the national strategy for gender equality for the 2019 to 2020 
period - The introduction of gender budgeting in Government projects envisages organizing 
training for appropriate state institutions to increase institutional capacity for gender budgeting, 
restructuring and directing the distribution of government spending in such a way that the economic 
opportunities of women and their equal access to resources are advanced, establishing gender- 
sensitive records of budget funds end users at the national, provincial and local levels, as well as 
analyzing the effects of each type of government spending separately for men and women. 

e Poverty reduction strategy - This Strategy's goals include gendering all social and public 
institutions and the budget. 


Incentives for introducing gender-responsive budgeting 


The key assumptions necessary for the successful implementation of gender budgeting are as follows: 
e political commitment, responsibility, and financial support 


e administrative commitment 
e statistical data system gendering (Duri¢-Kuzmanovic¢, T. 2014.) 


Political commitment, responsibility, and financial support. Gender budgeting can achieve its goals only if 
equal opportunity policy implementation and gender equality promotion is a political priority of the 
Government. The Government expresses its political commitment to using gender budgeting strategy by 
raising awareness within political and state structures, distributing competencies, instructions, and training 
for all participants included in this process, analyzing periodic progress reports, process control and review. 
Administrative commitment. Effective gender budgeting implementation requires setting priorities, 
activities, tasks, plans, and deadlines between state ministries. Their cooperation is mandatory and should 
refer to training and instructions for implementation, process control and consultation during budgeting, 
collection of data, resources, methods, and exchange of experiences. Forming a special coordination service 
within the state administration and the Ministry of Finance for the above tasks is recommended. Effective 
budgeting also assumes additional analyses and research for which experts outside the state administration 
can be hired. 

Statistical data system gendering. Gendering statistical data is the main prerequisite for their integration 
into the budget. The increasing coverage of gender-disaggregated personal statistical data and tables in all 
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areas and the development of instruments for monitoring this process allow more efficient analyses and 
facilitate budgetary and financial policy transformation in line with gender equality goals. 


Important general recommendations that should be kept in mind when implementing the gender budgeting 
process are the following: 
e do not lose sight of the ultimate goal and political perspective in this process 
e stronger Government involvement in the process also carries the risk of the Government accepting 
it without the assumed necessary policy change. Therefore, it is necessary to ensure the monitoring 
of these activities by actors outside the Government throughout the process 
e shift from budget analysis to the implementation and change of the gender budgeting policy to 
improve gender relations 
e strengthen the participatory nature of the process 
e develop methods, procedures, and indicators for the application of gender budgeting as a standard 
instrument in public administration scope of action 
e define the type, participants, and criteria of international qualitative control of gender budgeting 
because not everything that is called gender budgeting is always expedient 
e ensure continuity in political will, personnel training, the most comprehensive support, and 
resources 
The prerequisites that facilitate the process of gender-responsive budgeting are as follows: 
e the presence of the political will of managers at all government levels to achieve gender-responsive 
budgeting 
e greater participation of women in decision-making 
e the presence of a gender perspective in policies at all government levels, which is contributed to by 
the cooperation of institutional mechanisms and civil society organizations 
e the presence of gender-differentiated statistics and gendered record keeping determining gender- 
specific operational indicators, on the basis of which the effects and effectiveness of budgetary 
policies in achieving gender equality are measured. 


Conclusion 


In modern countries, most economic policy instruments are based on the public revenue and expenditure 
policy. In this way, the budget becomes the main instrument of development and ongoing economic policy. 
Gender-responsive budgeting is a complex process, the introduction of which raises awareness of how much 
can be done to improve the lives of both women and men in the community. The obligation imposed on all 
companies with more than fifty employees to introduce special measures to achieve and advance gender 
equality is a step that will undoubtedly lead us all to a better quality of life. 

With gender-responsive budgeting, the state takes on the role of an entrepreneur tasked with creating a 
better life for both female and male citizens, with the better position of female and male citizens meaning 
their higher productivity in the social community. Higher productivity means more taxes, contributions, 
and duties flowing into the state budget. 

The process of our country joining the European Union would also mean more specific state budget reforms. 
The enormous impact of politics on economic life in the past years, when the individual was subordinate to 
the state, would have to be the complete opposite. Economic development would ensure a more stable 
income for the state and a situation where the budget drives economically efficient programs and projects. 
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FROM ROVER TO NOWHERE: A CASE STUDY OF A MANAGEMENT FAD 


Slobodan AdZié, Nenad Markovié, Milan Bubulj' 


Abstract: On the ground of the Rover case, the authors were observed criticism of learning organization 
from the perspective of postmodernism and from the perspective of critical realism, excluding the 
perspective of positivism as disadvantageous. Postmodernists perspective is twofold, either an ideal that is 
close to a dream or a nightmare for its members. Learning organization is a postmodern approach to work that 
requires a paradigm change in the organization, but all postmodernist theses based on the paradigm change 
are problematic. From the perspective of critical realism, learning organization has failed to meet three 
objectives which are essential for any well-founded theory: a clear definition, practical operational advice for 
managers, and tools and instruments for measuring. The concept of learning organization ignores the fact that 
management rewards those who contribute to the success and punishes those who make the damage, the 
terms measurable purely in a financial form. The political question in business organizations is related to the 
fundamental question: for whose interest does the business organization exist, whether the interest of workers 
or the interest of capital? The legitimacy of managerial authority is a function of maximizing efficiency and 
effectiveness in the interests of capital. In a contemporary social context where capital dominates, the concept 
of a learning organization is naively apolitical. Therefore, the authors concluded that simplified recipes, as 
learning organization, are simply not relevant for modern organizations and they warn about useless journals 
that continue to promote the learning organization model. 


Key words: Management, Organization, Management Fads, Learning Organization, Rover. 


Introduction 


After defining what a management fad is, and its consequences in business practice, a 
business case will be presented. The destiny of the British car producer ‘Rover’, as a first 
declared learning organization, is the perfect business case for documenting a management 
fad. From the stance of a critical realist, the authors have a qualitative approach, in order to 
understand and explain in depth the phenomena around Rover and the learning 
organization concept. The critical assessment of a leading organization theory the authors 
grouped in accordance with the epistemological approach of cited authors. 
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Problems dealing with management fads 


There are three special categories of product-life cycles in marketing literature which are 
distinctive from their usual bell-shaped curve (Kotler & Keller, 2008), and these are style, 
fashion, and fad. Fads can be observed as the fleeting fashion. They come quickly into the 
market, their acceptance cycle is short, they experience a peak in demand very early, and 
then that demand quickly falls and disappears. 


Fads do not survive because they usually do not satisfy a strong need. Fads attract those 
consumers who are longing to be different from the others, but they quickly forget an old 
fad, as soon as some new and unusual fad arises. Hula-hoop is an example of a fad, a 
product that came suddenly and became very popular, and then it quickly disappeared. 


In management, which is neither a science nor a profession (Mintzberg, 2013), a manager’s 
work in practice could be quite different from what the books say. There are many ways of 
doing business, but there are also many business supportive theories. A number of theories 
exist regarding either the study of management sciences or the actual practice of 
management itself. Unfortunately, some of those theories have little or no practical value 
and it could be regarded as unnecessary and sometimes even misinforming. Such theories 
are called management fads. 


Distinctions should be made between management fads and management fashions because 
these are quite different social processes (Abrahamson & Eisenman, 2008). Management 
fashions occur due to supply and demand in a knowledge market; management fads do not 
occur out of necessity, but by accident. Fads usually tend to have a little or short-term 
impact, both on the language of management techniques and on organizations. However, 
fads can sometimes have a huge and even damaging impact. For instance, the idea of 
‘downsizing’, as a pillar of business process re-engineering, gave rise to often unnecessary 
and disruptive layoffs. Today one will never hear a consultant using the word downsizing, 
the term ‘rightsizing’ is used now. Nevertheless, management fashion has to appear as 
rational and progressive (Flory, 2005). New fashion access and process management topics 
in a new way, which could be more effective than the old way. 


Management fashion can be defined as management concepts that quickly gain relatively 
large shares in the public management discourse (Jung & Kieser, 2012), while short-term 
fashions that fluctuate around long-term fashions are fads (Bort & Kieser, 2011). Although 
business consultants are guilty of producing the most fashion and fads (Williams, 2004), 
the most prolific propagators of fads are, in addition to consultants, the management gurus 
(Furnham, 2004). In fact, it is difficult to discern who is more interested in fads, whether 
the academics who write about them, the consultants who sell them, or the managers who 
use them. Management gurus, management consultants, business schools, and publishers 
are in in competition to create new techniques and approaches for managers (Clark, 2004). 
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In any case, managers, who are always eager for something new and innovative, are the 
target audience. 


Obviously, a problem exists in defining exactly what the management fashion is and what a 
management fad is, and in identifying the actual differences between them. I shall argue, as 
some other authors did (Hislop, 2010), that the problem mainly occurs due to the 
confusion that emanates from their inconsistent usage in much of the academic literature. 
The aim of new academics is not just to check the old theories, but also to produce new 
discoveries and theories. It is easy to understand that some theories would be more 
popular than the other and that this popularity would represent the fashion. Therefore, it 
is not possible to dismiss all those popular and fashionable theories just because of the 
public interest in them. New discoveries and theories are good for science since they push 
the boundaries of our knowledge further. However, I would also argue that just because 
of novelty, new and fashionable discoveries are not of the highest importance. How fast 
will the academic community recognize a particular theory as a fad is another question, 
but I strongly believe that it is possible to discover that some theories are fads even 
during the fashionable stage. 


There is no definitive list of management fads. The following fads have also been 
recognized as management fads in management literature: Learning Organization, 
Cultural Change Programs, Total Quality Management, Business Process Reengineering 
(Balogun & Hope Hailey, 2008), Benchmarking (Furnham, 2004), Management by 
Objectives (Howcroft & Trauth, 2005), and Knowledge Management (Hislop, 2010). As 
a professor, I can imagine holding my lectures, where I speak in superlatives about the 
above-mentioned theories before the break. After the break, I could challenge each of 
those theories that were once so popular, but which are now obsolete, either because of 
some new theory or because of the failure in practice, since all these theories were 
management fads. They all made little contribution to either the study of management 
science or management practice. 


The decline of a management fad is usually associated with the development and 
popularity of a new one. The life cycle of a fad can be displayed in a bell-shaped curve 
and in five stages (Jung & Kieser, 2012). The first stage is the invention stage; the second 
stage, the dissemination, is the wild-acceptance stage, the stage when the fad becomes 
very popular. In stage three, with acceptance at the top of the bell-shaped curve, a fad 
reaches its peak, but at this point, critics appear and argue that the fad cannot be a 
universal panacea. The fourth stage is the disenchantment stage when large audiences 
realize that problems exist with the fad. The decline is in the last stage when the fad 
disappears from wide use and retains only a few staunch supporters still loyal to the fad. 
Other authors (Naslund, 2008) suggest that fads follow a life cycle best understood in 
seven stages: (1) An academic article is written on a new discovery or theory; (2) The study 
is discussed, summarized and repeated; (3) The concept is popularized in a bestseller book; 
(4) Management consultants carry the new techniques to their client base; (5) Managers 
embrace the fad and become champions of the concept; (6) Time passes and enthusiasm 


dims; and (7) New discoveries occur and consultants are turning to them. In reality, the 
shapes of the lifecycle curves for different management fads are not identical nor 
symmetrical and vary from country to country (Clark, 2004). 


Scholars have discovered fads not only in the social sciences, but also in some disciplines 
of the natural sciences (Abrahamson, 2009), but some authors (Bort & Kieser, 2011) argue 
that in organization theory fads are prevalent. The last decade of the 20th century saw the 
arrival of a plethora of management tools and theories, often conflicting, and the question 
arises (Naidoo, 2004): Is modern management theory nothing more than an accumulation 
of contradictory fads? That accumulation of fads forces practicing managers to check 
through trial-and-error the value and application of some management theories. More and 
more, fads seem to be getting a negative reputation and it is a common view that the fads 
are a waste of time with little or no quantifiable benefit. 


There are at least three major problems with management fads concerning the view of 
academics and practitioners. First, people tend to believe that true knowledge replaces 
false conceptions and that science is supposed to be universal and objective, in contrast to 
subjective and short-lived fads. Regrettably, that is not always the image of scientific study 
today (Bort & Kieser, 2011). Scholars are under pressure to produce research that will be 
ranked highly for impact factors. The peer-review system often forces scholars to select 
‘hot’ concepts and theories, in order to satisfy editors and peers and to get published. 
Journals are becoming conservative and more and more concepts and theories are ‘out’. 
There is a strong evidence to demonstrate an increase of articles referring to existing 
concepts, which indicates an increasing emphasis on exploitation of a shrinking scope of 
theories and concepts at the cost of exploring new concepts and theories (Bort & Kieser, 
2011). In this way, fads could find their way into science. 


The second problem is that management research and management practice are two 
autonomous systems (Kieser & Leiner, 2009). In science, theories, analyses, or findings are 
discussed in scientific publications, since they are the basic communication elements in 
science, with regard to the criteria of true/false. Sales, profit, and liquidity are crucial goals 
for the survival of a business organization, and therefore managers consider intuitive 
decision-making based on past events to be superior to scientific, rational decision-making. 
Busy managers do not need research papers, they need the knowledge in a condensed and 
easy-to-digest format (“Rethinking the Cause of Management Fads,” 2005). Due to the 
differences between management science and practice, it is impossible to assess the 
practical benefit of research output within the system of science. Collaboration between 
them makes sense, but it is a false hope to expect that collaborators from practice and 
science can jointly produce research. 


A third problem is the time gap between the discovery of fad in management theory and 
detection of a fad in management practice. The vast majority of managers, even 96% of 
them, were familiar with Total Quality Management (TQM) technique, which in theory 
had been recognized as a fad, while 94% of them felt that TQM was still applicable for use 
(David & Strang, 2006). A global survey of 708 companies from five continents found that 
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managers were using more tools than ever (Naidoo, 2004). Of the 25 different management 
tools used on average, the companies used 16 such tools, with the greatest emphasis on 
compass-setting tools as mission and vision statements and strategic planning, while 
managers rejected as ineffective tools such as stock buybacks, corporate venturing, and 
merger integration teams. 


Fads will always be present in the management research community, not only because 
memetic evolutionary understanding (Williams, 2004) that successful International 
management ideas will survive not just because of their economic capacity, which only 
generates the profit to organizations but instead because of their interpersonal 
reproductive capacity. The main reason is that nobody can make a perfect evaluation of 
each idea ex-ante. There is no such phenomenon as a ‘meta-consensus’ among scholars 
(Abrahamson, 2009) on how to judge the scientific knowledge and how to eliminate the 
faddish ones. Of urgent importance, would be a higher degree of criticism, both among 
academics and among practicing managers. What is critical is not that the ideas actually 
work but that they are perceived to be of practical benefit and relevance (Clark, 2004). 


How many fads or fashions are harmful to organizations? Abrahamson (1991) questions 
the popular claims that fads and fashions are processes that diffused technically inefficient 
and rejected technically efficient innovations. He claims that the cost of numerous tried, 
tested, and rejected fads and fashions in organizations may be significantly lower than the 
returns from effective innovations because there is not conclusive evidence that fads and 
fashions necessarily harm organizations. Learning organizations, for instance, may have 
focused attention in organizations on organizational learning, and organizational learning 
is hardly harmful. Trial and error method indeed can result in creating the more efficient 
innovations in organizations, but it is not a guaranty that output will always be the better or 
efficient one. 


Rover case 


The study of the learning organization concept has long been associated with the case study 
of British car producer ‘Rover’ (Adzi¢, 2018). ‘Rover’ has served as the learning 
organization par excellence, as the exemplary learning organization and it has been 
referred as the very first true learning organization in the world and is the most often cited 
of British business examples (Simm, 2005). Rover was established in 1861. The Rover 
Group Ltd. was the UK's leading car manufacturer and exporter, producing more than half 
a million cars annually and over half of them were exported (History of Rover Group Ltd. — 
FundingUniverse, 2017). In the 1970s, various problems in business led the company into 
bankruptcy, which caused the company's takeover by the UK Government and 
nationalization of the company. After unsuccessful attempts to sell Rover to US. 
carmakers Ford and General Motors (Whiteley, 2012), the UK Government, under the 
leadership of Margaret Thatcher, sold Rover in 1985 to the also likewise state-owned 


company the British Aerospace (BAe) for £150 million. The story of Rover as a learning 
organization begins exactly at that time. The company established the Rover Learning 
Business (RLB) and invested substantial amounts of money in training, with an annual 
budget of £30 million (Simm, 2005). RLB was an organization within an organization, 
whose primary objective, based on the personnel mission statement from 1990, was that 
success in business had to be achieved through the success of employees in a manner to 
provide quality learning and development to all employees by the emphasis from training 
to learning (Bower, 1993). The system of rewarding employees was changed and 
participation in learning programs had a direct impact on salaries. By 1994, when BAe 
sold Rover to the German company BMW for £800 million, Rover had already gained a 
reputation as a successful and respected company. It was not only a highly productive 
company but also the company where the satisfaction of employees was at a very high 
level. The merits of such a turnaround were attributed to the fact that Rover had become a 
learning organization. Consultants and academics raced to glamorize the company and 
many other companies and organizations visited Rover, including the United Nations to 
familiarize themselves with the practice of the learning organization (Simm, 2005). 


There was much discussion about the great performance of that learning organization, 
about the great financial indicators, and about the growth of several hundred percents. 
Unfortunately, for all the talk, none of it was close to being true. Revenue per car, 
revenue per employee, and break-even level per car remained nearly unchanged before 
and during RLB’s existence, while sales volume was in constant decline (Simm, 2005). 
On top of that, as often is the case in state-owned companies, strong unions resisted any 
improvements to efficiency when it might cost jobs. So Rover really did not have a 
‘learning culture’ at all (Whiteley, 2012). The only change was a profit of the main and 
only shareholder, the Government of Margaret Thatcher, which earned £650 million 
capital gains upon the privatization of Rover. 


After only six years, BMW sold Rover to the company Phoenix Consortium for only £10. 
While owned by BMW, Rover piled up losses at a rate of £2 million a day (Whiteley, 
2012). BMW’s purchase and sale of Rover in such a short period of time intrigued 
analysts and many various reasons were put forward (Button, 2012), but the truth was 
that BMW bought Rover as a learning organization. When BMW realized that it had 
bought something ‘virtual’ which only generated huge debts, they decided that the faster 
they got rid of it the better. The future of that learning organization could perhaps have 
been foreseen even then, but Rover and its 6,000 workforces finally went into bankruptcy 
and disappeared from the market five years later in 2005, after unsuccessful takeover 
negotiations with the Chinese company Shanghai Automotive Industry Corp. (BBC, 
2005). Such was an inglorious end of the prime example of the learning organization. 
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Critical assessment of a leading organization theory 


The criticism of learning organization from the perspective of postmodernism and from the 
perspective of critical realism will be discussed, excluding the perspective of positivism as 
disadvantageous in this case (and in many others). Whilst a positivist tends to conclude his 
final judgment on just one phenomenon, even though the reality may be a result of 
interaction of many phenomena, a social constructivist does not see the reality, he 
constructs the reality in his mind, and therefore it is possible that there are as many realities 
in social constructivism as there are researchers. Unlike them, for a critical realist, the 
reality is important, and he believes that there is only one reality. A critical realist does not 
seek the quantification of the reality, but the understanding of it, and he selects those 
phenomena, which best explained and best decode that one reality (Adzi¢ et al., 2022). 
Postmodernists perspective is twofold (Driver, 2002), either the studying of a learning 
organization as a Utopian sunshine or a Foucauldian gloom. For the first postmodernist, a 
learning organization is an ideal that is close to a dream, for the second one, it is a 
nightmare for its members. This split is particularly apparent with regard to the following 
dimensions (Driver, 2002): (1) control, (2) ideology, and (3) potentially painful employee 
experience. The first community presents learning organization as a new workplace 
paradise, while the second community presents learning organization as a negative 
ideology, as another way to exploit workers, locking them into ,,physic prison“ to serve 
the interests of those in power. Knowledge is power. Foucault argues that governance was 
achieved by knowledge, the knowledge that came from subjugation and surveillance 
(Symon, 2003). The basis of governance and management processes is the maximum 
utilization of company resources in the quest to competitive advantage. That utilization 
asks for control of company’s resources and the workforce is one of the main resources of 
each company. Therefore, the role of knowledge in companies is problematic. Empirical 
studies (Symon, 2003) has shown that the organizations where knowledge is of primary 
importance are far from the ideal emancipated workplace. When an employee holds the 
knowledge that is valuable for the organization, it is rational to use that knowledge in his 
own interest in order to secure a better position in the organization for himself, rather 
than for some rival employee in the organization, even for all employees. 


Learning organization is an innovation of the post-industrial era. It's a postmodern 
approach to work that requires a paradigm change in the organization, but all 
postmodernist theses based on the paradigm change are problematic (Symon, 2003). The 
emergence of this concept occurs on the moment when Britain’s companies show a lack 
of competitiveness, lack of skills and poor industrial relations, and as the panacea aroused 
learning organization, as an idealistic image of cooperation, harmony, and flexibility of 
the satisfied and fulfilled employees. Learning organization is a state of humanistic 
unitarism, in which the charismatic leader empowers followers, giving them power and 
reduce its own. It is simply a not possible state; the charismatic leader certainly has no 
aspiration to minimize his power (Adzi¢, 2021). Indeed, economists on both sides of the 


Atlantic concluded (Symon, 2003) that better economic performance is the direct result 
of the leaders’ success, along with sophisticated organizational restructuring. It is also 
important to understand that the present era in which we are living, without going into a 
debate how the postmodern can exist in modern time, does not make a fundamental shift 
in the political economy. Most work is still happening in a context of selling the labour to 
employers whose primary goal is to make a profit, certainly not to make an ideal 
organization for labour. 


From the perspective of critical realism, the idea of a learning organization should be 
abandoned, because this imaginative idea has not even "run of steam", but it never had 
any (Grieves, 2008). Learning organization has failed to meet three objectives which are 
essential for any well-founded theory (Grieves, 2008): (1) a clear definition, (2) practical 
operational advice which managers can use, and (3) tools and assessment instruments to 
measure their achievements. The concept of learning organization ignores the ways of 
rewarding and punishing in the organization because it does not recognize the fact that 
management rewards those who contribute to the success and punishes those who make 
the damage, the terms measurable in financial form. How to quantify in financial terms 
the rewarding of those who learn more and the punishing vice versa; if it were possible to 
quantify these behaviours, the best companies would imply only Ph.D. staff, and 
companies like that are extremely rare, if there are any. 


Learning organization did not last very long due to the way in which learning in learning 
organization was understood and enacted (Elkjaer, 2001). The emphasis was on individual 
learning and individual change, but the organization itself, its management structure and 
business practices have remained unchanged. Learning in learning organization has been 
studied as an epistemological process, while the situational and social context was not the 
issue, and the learning process cannot be seen outside the situational and social context. A 
key argument against, in this context, is a democratic deficit in today's organizations 
(Coopey, 1995). The concept of a learning organization is naively apolitical (Grieves, 
2008). The political question is related to the fundamental question: for whose interest does 
the business organization exist, whether the interest of workers or the interest of capital? 
The answer is very straightforward. The legitimacy of managerial authority is a function of 
maximizing efficiency and effectiveness in the interests of capital. Imagine a potential 
scenario: if the manager needs to lower labour costs, would he start to build a learning 
organization, which is expensive, or would he start to release the redundant workers? The 
interest of capital demands the second option. In a contemporary social context where 
capital dominates, a learning organization is pleading for a fluid, flexible, and adaptable 
postmodern future-oriented organization. That is simply impossible in the modern business 
environment. Therefore, we can point that this postmodern theory fails to recognize the 
limitations of its own paradigm (Grieves, 2008). 


One of the detected management fad in the English-language academic journals is the 
learning organization, with a typical peak in publishing in the year 1995 (Loermans, 2002). 
Using the scientometrics analysis, Adzi¢ (2020) compared two small academic 
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communities, Serbia and Austria that are similar in size with a sharing fact that the main 
academic language is not the English language. The aim of this scientometrics research 
was to test the time discrepancies in publishing of an academic discovery between the 
world leading and in English language published journals and those from peripheries on 
the learning organization phenomenon. Scientometrics is quantitative study of science, a 
methodological approach in which the scientific literature itself becomes the subject of 
analysis, in a sense as a science of science. In this scientometrics research, the peak was 
discovered in the Austrian journals in the year 1997 and 15 years later in the Serbian ones 
(Adzié, 2020). Why is Serbia lagging in the academic research more than Austria? The 
critics of the learning organization concept in the English language journals are present for 
more than two decades, but Serbian authors still glorify that concept. It is discovered that 
not even one article from Serbia had a critical attitude toward the learning organization. Is 
Serbian academic research a waste of time? Even the most skeptics would be convinced by 
a brief review of Serbian academic publications’ publishing output that their contribution 
is incalculable. 


Conclusion 


Learning organization has failed to meet three objectives which are essential for any 
well-founded theory: a clear definition, practical operational advice for managers, and 
tools and instruments for measuring. The concept of learning organization ignores the fact 
that management rewards those who contribute to the success and punishes those who 
make the damage, the terms measurable purely in a financial form. The legitimacy of 
managerial authority is a function of maximizing efficiency and effectiveness in the 
interests of capital. In a contemporary social context where capital dominates, the concept 
of a learning organization is naively apolitical. 


Business organizations are complex and intricate systems, very vulnerable to impacts of 
uncertain and unpredictable changes in today’s turbulent environment. Simplified recipes, 
as management fads, are not relevant for modern organizations. Rover business case is an 
excellent example how management fads could ruin the prosperity and future of the 
business organizations. The authors also caution against worthless journals on the fringes 
of academic publishing that still promote the concept of the learning organization. 
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THE MEDIA'S ETHICS 


Maja Vojinovié', Ana Jevtovic?, Nada Torlak* 


Abstract: The media play a huge role in people's lives because they inform people about 
the happenings in the world. Sometimes one has to wonder how accurate that information 
really is and what role ethics play in the Universe. The media's ethics refers to moral 
principles and values that journalists and media houses should respect, including 
truthfulness, objectivity, precision, respect for privacy, etc. Fake news is a problem that 
occurs when the media presents incorrect or misleading information, if someone is 
malicious or wants to manipulate public opinion, they can easily exploit these falsehoods. 
That is why ethics in the media is very important in order to prevent the spread of fake 
news and preserve the integrity of journalism. One of the important issues related to ethics 
in the media is the question of the source of information, journalists should check their 
sources to make sure that the information they convey to the public is really true. 
Sometimes, journalists may be under pressure to publish information that is not fully 
verified in order to be first with the news or to please their editors and media houses. 


Keywords: ethics, media, journalists, sensationalism, censorship. 


Introduction 


The issue of responsibility is the central axis around which all other ethical issues 
of current society revolve, including all media ethics issues. Most of the ethical 
problems in the media have little correspondence with the law, but therefore have a 
big connection with responsibility, decisions and, above all, with common sense. 
One of the questions for journalists is whether to get involved in the event or to 
observe and report on it. 


Ethics, philosophically speaking, is a discipline that studies morality, as well as the 
basic criteria of human action. Recently, both in the world and in regional 
countries, there have been discussions about freedom of the press. According to the 
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philosophy of the 17th and 18th centuries, the press should be controlled by the 
state, i.e. power. In order for this to happen, the press must first be completely free. 
The press must be free and responsible. Freedom allows it to be responsible, and 
responsibility allows it to remain free. 


Rules of conduct 


When one talks about rules of conduct, it is about the differences between personal 
and professional ethics. Here, it is drawn attention to a zone that lies between 
formal rules and personal morality. Recently, both in the world and in regional 
countries, great attention has been paid to issues such as the professional integrity 
of the media, making ethical decisions, professional and institutional ethics, etc. 
Media ethics or ethics in media have become indispensable disciplines in 
educational institutions. The International Federation of Journalists believes that, if 
the media want to maintain public trust, they must demonstrate that they respect the 
rules of journalistic ethics and support the independence of the work of their 
journalists. Furthermore, they must accept responsibility by accepting the work of 
bodies such as the National Council of Journalists and other forms of self- 
regulation. The principles of journalism must not be compromised by its pursuit of 
greater profits. Self-regulation in any profession or social field presupposes that 
norms are developed and implemented by those whose behavior is governed by 
those norms, in order to improve the provision of services to consumers, claimants 
or, as in the case of the media, to the entire society. It requires the setting of 
standards and compliance with the standards of individuals and institutions to 
which they will apply, as well as the development of procedures and mechanisms 
with the help of which these rules will be implemented. 


Ethical problems in practice 


Ethical issues and problems faced by an individual in the media can be classified 
into seven categories, namely: plagiarism and false information, conflict of interest, 
invasion of privacy, sources of information, social justice, concealment of 
information. Some of them will be discussed. 


The first and most important obligation of a journalist is to respect the truth and the 
public's right to know the truth. ,, The code of ethical journalism must no longer be 
seen as a ,,dead letter on paper“, a ,,mere document“, but as an opportunity to see 


and accept certain moral norms that over time should be incorporated into one's 
professional conduct (Donev, Vojinovic, 2022, p. 286). Fulfilling this obligation, 
the journalist will always defend the principles of freedom of fair collection and 
publication of news and the right to fair commentary and criticism. This is said in 
the Declaration on the Principles of Journalists’ Conduct adopted by the 
International Federation of Journalists. However, different rules are sometimes 
applied. Laws of an unregulated market that, ineffectively and often 
instrumentalized for political purposes, the judiciary fails to control. Exclusivity at 
any price, circulation, viewership are most often achieved in an immoral, 
unprofessional and illegal way. This is a shocking fact, but the race for the market 
in which journalists, who respect "tabloid" rules, do not pay much attention to the 
observance of the Law on Public Information, with the lack of a single code of 
news, is taking its toll. 


Coding the genre structure is important because it indicates quiet reshaping of 
journalist forms in practice, where the traditional article and numerous analytical 
forms are becoming increasingly rare, which speaks of the poor genre environment 
and, at the same time, warns of the superficiality of reporting, without research and 
analytical approaches in the formation of information“ (Jevtovi¢, Baji¢, Vojinovic, 
2022, p.1073). 


Sensationalism 


Sensationalism is another problem in media ethics. It happens when journalists 
exaggerate or take information out of context in order to attract the attention of the 
audience.““A superficial glance at the headlines and main topics leads to the 
observation that the relevant contents get certain publicity thanks to their place on 
the page“ (Jevtovic, Baji¢, Vojinovic, 2022, p.1072). Such approaches can lead to 
wrong information and negative consequences for society. 


On the other hand, respect for privacy is also a key part of media ethics. Journalists 
must be careful not to violate the privacy of individuals, especially when it comes 
to sensitive topics or the personal lives of public figures. Privacy is a basic human 
right that should be respected. The responsibility in the media is not only on 
journalists and media houses, people as users of media content, also have a 
responsibility to check the information that hear or read.“ When we talk about 
sensationalism as a phenomenon, we can freely say that sensationalism is the need 
to talk about something more than is necessary and to open up more media space 
for it“ (Vojinovic, 2022, 25). Critical thinking and media literacy are key to 
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understanding and recognizing ethical issues in the media. In order to preserve the 
integrity of journalism and protect the truth, it is important that ethical principles 
are respected in the media industry. This includes transparency, responsibility and 
respect for the public that the media serves. 


Cenzorship 


Individuals who participate in the mass communication process are not the only 
ones affected by media ethics. The media themselves participate in opening up 
ethical issues (which are almost always manifested on a personal level) and the 
bigger the issues, the more they affect the media system itself. There is probably no 
more significant media issue with a longer and more richly discussed history than 
the issue of media censorship. And the mere mention of the word censorship 
almost immediately raises the temperature in the mass media. Similar to the 
conflict between the right of the mass media to be informed (to know) and the right 
of individuals to privacy, the battle over censorship is centered on the right of the 
media to be free, and the responsibilities that right entails. The worst and most 
dangerous form of censorship is political, ideological censorship.“ All the existing 
media by the collision of the icon and the binary code get a new value, changing 
the identity“ (Despotovi¢, Jevtovi¢, 2019, p.259). It is about stifling ideas. 
Totalitarian societies foster this type of censorship, causing enormous damage to 
the public. 


Conclusion 


Organizations that oversee the media industry, such as journalists! associations and 
media councils, play a key role in promoting media ethics. They can provide 
guidance, training and support to journalists to ensure that ethical principles are 
respected in their work. Of course, the media is constantly developing and 
changing, and ethics in the media must follow these changes, for example with the 
advent of social media and digital platforms, new challenges and ethical issues 
have emerged such as protecting data privacy, respecting copyright and fighting 
misinformation. In order to effectively deal with these challenges, it is necessary to 
constantly review and renew ethical standards in accordance with the development 
of technology and changes in society. Also, education on media ethics and literacy 
is essential so that journalists and media professionals, as well as the general 
public, are equipped with the knowledge and skills needed to recognize and solve 
ethical problems in the media. Ethics and media present a necessary part of modern 
society and influence the way people understand and experience the world around 


them. Promoting ethical principles in the media and ensuring their respect are key 
to preserving the integrity of journalism and building trust between the media and 
the public. 
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ROLE OF INNOVATION IN ENTREPRENEURSHIP DEVELOPMENT 
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Abstract: The strength of researchers and entrepreneurs is needed in order to overcome 
technological problems and to develop products with a great competitive advantage. This would 
achieve international market success. Success is achieved by the support of scientists and research 
institutions due to the nature of people and their efforts, not because of the innovation policy 
itself. The assumption is that companies should use external and internal ideas, as internal and 
external channels, to improve innovation and market potential. Companies promote their own 
innovative activities by establishing a new business model. Companies cooperate with other 
participants on the market, exchange ideas and satisfy the needs of consumers in a better way. 
Companies have to work a lot on improving internal structures of knowledge and technology, 1.e., 
on improving their innovative capacity. By establishing an appropriate knowledge base and 
considering innovative possibilities, they can intensively deal with connecting to external sources 
of knowledge and technologies. By combining internal and external sources, they create new 
value and thus improve their own innovation culture. 


Keywords: entrepreneurship, innovation, enterprises, development, competitiveness 


Introduction 


Entrepreneurship is a type of management that should be pursued regardless of the organization 
size and the type of activity. In some areas of intense change, an innovative type of organization 
will be the only way to survive in turbulent and changing conditions. Innovation is a segmented 
process, where each segment requires special attention and the so-called integrated approach. 
These segments represent a model for translating new ideas on the road "from mind to market". 
The adoption of innovation in different institutional frameworks suggests how different features 
of institutional frameworks encourage companies to adopt innovation development approaches. 
Although the growth of international innovation may mitigate the influence of national and 
regional institutions on the innovative capabilities of enterprises, how enterprises implement 
different innovative development strategies remain influenced by their domestic institutional 
frameworks. (Sagic, 2016) 


The creation of a global market is a consequence of accelerated technological development. The 
assessment is that products with different purposes and places in the consuming system can 
become - global products. A company that wants to be global not only has to try to find target 
markets but also to create them itself. This is a process of interacting international markets, 
participating in global information and communication networks, and expanding transnational 
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corporations. This is how new economies are organized around global networks of capital, 
management, and information, the basis of which is innovation. It relies on innovation, but also 
knowledge. An approach that gives importance to the innovation process, advocates "the 
possibility of innovation based on own resources", excluding traditional models focused on the 
the environment analysis and market forces. The basis of this concept is the presence of fixed 
production factors, and that is why "saving and economical consumption of resources becomes 
the leading element in the comparative success of the company". (Sagi¢, 2016) 


It should be emphasized that this is an evolutionary model, in the sense that it encourages the 
evolution of competencies and at the same time enables companies to increase their capacity for 
value creation through - innovative continuity. We must point out that the impact of 
discontinuous technological change is fundamental, and the risks of non-innovation are huge. 
(Sagic, 2016) 


Entrepreneurship development in a modern environment 


In the modern economy, the basis of a successful business is the creation of a climate in the 
organization that supports entrepreneurial behaviour and innovation. The modern understanding 
considers that an entrepreneur does not have to be an individual who owns a business. An 
entrepreneur can be an individual who is employed by an employer, but who possesses 
characteristics that are characteristic of entrepreneurial behaviour. For the company in order to 
become an entrepreneurial organization the businesses in the organization, regardless of the size, 
must be managed on an entrepreneurial way,. (BeSi¢ and Dordevic, 2008) Companies, regardless 
of size, financial strength, and ownership relationships, behave entrepreneurially, adopting the 
basic postulates of entrepreneurial business and using entrepreneurial management. (Drucker, 
2005) 


Entrepreneurial behaviour in the modern economy is not associated with one person and his 
abilities and experience but relies on teamwork. The model of corporate entrepreneurship 
emphasizes teamwork, whose members are motivated to work towards achieving success and 
accepting risks. Entrepreneurship implies a creative process, with the goal to implement 
innovations in the company and satisfy the needs of consumers. The attitude towards the 
consumer becomes an important factor in addition to the quality of the product. Modern 
companies must base their operations on entrepreneurial behaviour, which emphasizes risk 
acceptance, creativity, and innovation. Special emphasis is placed on innovation, since society is 
based on knowledge. (BeSi¢ and Dordevié, 2008) 


Businesses need to foster entrepreneurship to overcome the difficulties they face while learning 
how to work with business partners. Large companies have developed models of entrepreneurial 
behaviour and the development of an entrepreneurial climate, which have enabled them to be 
competitive with medium-sized companies. The smallest companies are also the least innovative, 
due to the lack of personnel, financial resources, equipment, and the most knowledge. Size is not 
an obstacle. to entrepreneurship. The business logic is wrong only in the fact that entrepreneurial 
behaviour and innovation are spontaneous and natural. (BeSi¢ and Dordevi¢, 2008) 


In order for a company to innovate, it must create an appropriate organizational structure that 
allows employees to act in an entrepreneurial manner. In modern business, entrepreneurship is a 
matter of organizational behaviour and defining business policy. A company that wants to 
succeed in a turbulent business environment must incorporate an entrepreneurial management 
style into its organizational structure. (BeSi¢ and Dordevic, 2008) 
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The application of entrepreneurship should enable the conditions for more successful market 
performance and the achievement of the company's competitive ability. The basic driver of these 
activities must be the knowledge improvement of all employees in the company. Successful 
business in the 21st century will depend on the company's attitude towards the need for 
knowledge and the application of the latest technological achievements in company management, 
as well as on the ability to transfer information to consumers in the most efficient way. (BeSi¢ and 
Dordevié, 2008) 


Innovative business models 


The development of business ideas requires the planning work by an entrepreneur, it is usually a 
team of people with different complementary knowledge. "The difference between an 
entrepreneurial idea and a business opportunity is that an entrepreneurial ideas are created, while 
the business opportunities can sometimes appear due to unexpected market circumstances in the 
economic environment. (Kolakovié and Mihic, 2020) The business model is the most important 
part of designing a company, and it forms an important segment of the entrepreneurial process. It 
includes all aspects of business, from customers to business through partners, to financing and 
income”. (Alam, 2019) Such a business model represents a certain entrepreneurial venture, which 
solves the problems of customers and suppliers. 


The business model is about value. Regardless of whether all the components work or not, if the 
value proposition fails, the business model collapses. (Alam, 2019) 


A business model is a tool that contains goals and concepts, intending to define the business logic 
of the company. In the case of a beginner entrepreneur, this tool can be used to evaluate an 
entrepreneurial idea and as a basis for creating a business plan in the future. (Kolakovic and 
Mihié, 2020) 


The value proposition can be considered the basis of any business model. There are six key 
components of a business model: (Alam, 2019) 


1. Value proposition. The first component is focused on understanding the problem being 
solved, for whom, and why it is worth solving the problem. 

2. Delivering value. How will the customer know about the product or service being offered 
and how will the value be delivered? 

3. Creating value. How will you build the product or service and what capabilities are 
needed to build the solution? 

4. Valuing the partnership. Who should be relied on in the value chain? Who are the 
external players you should partner with in this venture and why would they want to 
partner with you? 

5. Collecting value. How will you generate revenue from customers? Who will pay for your 
solution? How much will you charge? 

6. Financing value. Where will you get funding to support your venture through the early 
stages of scale-up? 


Business model innovation is defined as an enterprise activity where the business logic is 
transformed to achieve operational and strategic progress. (Bucherer, 2012) Various drivers 
stimulate companies to innovate their business models. Companies need to respond to dynamic 
demands and changes in the business environment, for example, due to increasing pressure on 
costs and the constant need for differentiation. (Carayannis, 2015) 


Innovative business models suggest several possible benefits of innovating business models. For 
example, competitive advantage, value creation and capture, knowledge creation, and sustainable 
business development. (Morris, 2005) The development of information technologies offers many 
opportunities to companies and enables the design of innovative and new business models, which 
lead to changes in existing industries and markets. (Bowman, 2018) 


The company must redesign and develop its business model to remain competitive. (Amit and 
Zott, 2012) Business model innovation provides two different perspectives of business model 
innovation, including changes in the architecture of the business model and changes in one or 
more components in the business model. Two dimensions of innovating business models are 
proposed: area and novelty. The area is characterized by architectural and modular changes to the 
business model, while the newspaper describes the changes as news for the company. There are 
four levels of business model innovation: (Pucihar, 2019) 


1. The business model is new in the industry, 
. A business model that was not applied by competitors, 
3. A business model whose elements are not found in the dominant business models 
in the industry, 
4. Business model not invented by other companies. 


Business environment and innovation have a positive direct impact on the innovation level of the 
business model, while information technologies did not have a direct impact on the innovation 
level of the business model. The level of the business model innovation has a positive direct 
impact on the outcomes of the innovated business model. The results of business model 
innovation had a positive direct impact on business performance. Strong changes in the business 
model led to the improvement of the overall business performance of the company. (Pucihar, 
2019) 


Innovators and innovative possibilities 


A characteristic of modern companies in today's business conditions is the constant monitoring of 
innovations in the environment in all areas of human activity. The management of a modern 
company must recognize and evaluate the moment and place for innovation, as well as influence 
the successful operation of the company by selecting innovations. (Milanovic and Pavicevic, 
1996) 


Innovator means those persons responsible for the work and development of the idea itself. These 
are creative people, who above all, can foresee, recognize and use a certain challenge from the 
environment, and turn it into an opportunity for development and progress. Innovators can be 
distinguished based on several criteria: (Slovi¢, 2001) 


1. according to the level of professionalism, we distinguish amateur innovators, 
professional innovators, expert innovators, 

2. by the level of affiliation we distinguish individual innovators, employed 
innovators, entrepreneurial innovators, 

3. by the level of organization, we distinguish unorganized or organized innovators 
in associations, scientific institutes, faculties, independent clubs, 

4. We distinguish between hobbyist innovators, professional innovators, and 
entrepreneurial innovators according to the goals they want to achieve. 
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In practice, we most often encounter the following types of innovators: (Rot, 2003) 


Innovators - amateurs are the most numerous as naturally gifted creative people, although it often 
happens that they do not possess enough competent, professional knowledge to complete 
innovative solutions with quality. It is characteristic for them they have a good idea as a starting 
point, but this is often not enough because they need professional help to develop the idea into a 
functional or commercially useful innovation. 


Employed innovators create innovations for the needs of their employers, often as part of their 
regular work. Regardless of whether they arose spontaneously or as part of a work task related to 
the employer's activity, they arose within the framework of the employment relationship. A 
special group of employed innovators consists of professional innovators, that is, engineers, 
technicians, qualified workers of various professions, organizers, managers, and other experts of 
various professions, whose task is to work on a creative approach to finding solutions in 
connection with their business activities. (Bryan and Joyce, 2007) 


In addition to the group of employed innovators, among employed innovators, we classify expert 
innovators, as highly creative persons with the highest degree of professional competence and 
experience. High-category innovations are developed mainly by institutes, within expert teams 
for solving complex projects. Often, based on their innovations, other innovators or institutions 
receive expert advice or innovation services. (Bozi¢, 1996) 


When we talk about the sources of innovative opportunities, they can be divided into internal and 
external sources, considering the direction from which the innovation potential develops. There 
are four sources of innovation opportunities. Those sources can be classified as unexpected, 
incongruent, innovations that arise as a process need and as a result of changes in the structure of 
the economy or market. (Drucher, 1996) 


Recommendations for serbia 


Competitiveness is the focus of all countries that seek sustainable development. New ways of 
increasing productivity are sought, and the innovation is the mainstay of achieving this goal. 
Innovations are recognized as carriers of productivity growth, which puts the focus on 
technologies and the learning process. Innovations are the result of the economy interaction as 
well as the state and the academic community. The result of these interactions is the shaping of 
the national innovation system. Interactions within the system have an impact on innovation, 
companies performance and the economy as a whole (Savic, Piti¢ and Trbovi¢, S. A., 2012) 


The Serbian economy development is not possible without structural changes and the pace 
depends on three factors: (Savic, Piti¢ and Trbovi¢, S. A., 2012) 


1. investements increase, 
2. reforms of the educational system and 
3. business climate improvement 


Priority development areas should be: information society, research and development, connection 
between scientists and the business sector, clear demarcation of public support for basic versus 
applied research, development and innovation. The educational system must provides these 
processes with strong support. The essence of education reform must be in adapting the entire 
education system to the labor market needs, i.e. the demand created by employers. The strong 


connection of higher education with the economy and the development of clusters should receive 
the greatest importance. (Savic, Piti¢ and Trbovic, S. A., 2012) 


The vision of Serbia's development should be to grow into a society where educated and creative 
people create high-quality innovative goods and services. The market must focus on increasing 
competitiveness and better use of all available resources, as well as on the transformation of the 
economy towards areas with higher productivity, which support the growth of the creative 
potential of the Serbian economy. (Savic, Piti¢ and Trbovié, S. A., 2012) 


The basic assumption of the Europe 2020 strategy is that the future labor market in Europe should 
be made more educated, innovative and entrepreneurial, with the aim of maintaining and 
increasing competitiveness in the global context. Given that the cost of labor in our country is 
rising, Serbia should start the same initiative, striving to develop an educated workforce that will 
attract investments in the production of more added value, and at the same time be a basis for 
encouraging the creation and growth of innovative entrepreneurship 


An important role in that process belongs to the enterprise, the capacity and influence of the 
national innovation system, as well as infrastructure and incentives that encourage investments in 
research and training of employees. The priorities are: (Savic, Piti¢ and Trbovic, S. A., 2012) 


a) innovation support must be expanded from scientific and technological projects 
directed towards one-sided goal to programs with a broader focus. This means 
ensuring the conditions for tripartite cooperation between universities - business - 
government, promoting the spread of new technologies in various sectors and 
companies, as well as facilitating the IT infrastructure development 


b) promoting organizational changes, increasing technological changes and increasing 
productivity require a wide range of organizational changes in order to increase 
flexibility 


The state can help by creating conditions and appropriate infrastructure through adequate 
financial policy, informational policy, as well as competitiveness policy and other important 
policies for economic performance. An institutional environment that fosters a culture of learning, 
creativity, innovation and entrepreneurship is a key determinant of a knowledge-based economy 
(Savic, Piti¢ and Trbovic, S. A., 2012) 


Conclusion: 


Innovative opportunities are found in the world around us. They represent changes that have 
already happened somewhere or are yet to happen. Innovations occur as a result of some change. 
It is not possible to systematize the sources of innovation, because they represent an extremely 
broad and complex area. The only thing they all have in common is that there is essentially an 
innovative effort with a tendency towards effective and efficient change. It always starts from an 
idea that needs to be further developed, until its realization in practice.The most important 
sources of new ideas are based on the analysis of consumer requirements, followed by companies, 
on the improvement of already existing solutions in research and development processes in 
science, distribution channels, etc. (MeSanovic, Cebié and Abadzié, 2015).With their 
contribution, innovations arouse great curiosity and attention and impose a real process of change 
to which the environment needs to adapt, whether by acceptance or resistance. 
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